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THE UNITED STATES COTTON FUTURES ACT 

Confronted with the alternative of a prohibitive tax, the New 
York Cotton Exchange, after years of defiance, has reformed its 
future contract. Effective February 18, the exchange adopted a 
system of dealing in futures largely dictated by the terms of the 
United States Cotton Futures act. ‘This act, passed at the last 
session of Congress, is in turn based largely on recommendations in 
the report of the Bureau of Corporations, made some years ago 
after an extended investigation. ‘There is, however, this important 
exception: the Bureau of Corporations favored a reform of dis- 
credited methods by the exchange itself, whereas the Cotton Fu- 
tures act subjects the exchange to constant and intimate regulation 
by the federal government through the Secretary of Agriculture. 
For this the exchange is chiefly indebted to those recalcitrant 
members who for years not only ignored the strictures of the 
Bureau of Corporations but resisted the wishes of a large element 
of its own membership as well. 

Broadly speaking, the troubles of the New York Cotton Ex- 
change originated in a decline in “spot” dealings in cotton at 
New York. From sales of over 430,000 bales annually in the 
70’s, the annual average in the 90’s fell to less than 160,000 bales. 
This shrinkage in spot business was largely due to the introduction 
of more favorable through rates of freight from the South direct 
to mill centers, partly to the shifting of cotton manufacture 
to the cotton-growing states, and partly to other broad changes 
in the conduct of the cotton business. 

The limited business in spot cotton done at New York has often 
been cited as evidence that there is no real need or justification 
for a cotton exchange at that port. Members of the cotton ex- 
change contend, however, that its usefulness, and its right to exist, 
should not be judged by the volume of spot sales in the New York 
market, but, instead, that it is the facilities for organized trading 
—banking capital, a foreign exchange market, and a speculative 
clientele 


which determine the advisability of locating the ex- 
change at a northern city remote from the cotton belt. 
There must, of course, be some stock of cotton to protect the 
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this unusual and immensely valuable privilege granted the seller, 


the buyer, if he does not receive middling cotton, should at least 


receive cotton of a fair equivalent in money value. In a word, they 
contend that the contract differences between middling cotton, the 
basis grade, and other tenderable grades shall always conform to 
the real differences existing in the spot market, under competition. 

This does not mean, of course, that the buyer will be protected 
from loss. If he buys his future contract at 10 cents per pound, 
and at the time of delivery is tendered middling, he must, of 
course, pay that price, even though middling in the spot market be 
selling at only 5 cents. The contention is that if the buyer is 
tendered other grades than middling he should not be forced to 


take them at arbitrary “‘differences’ 


which may aggravate his loss, 
ut that he should get them at the true differences on or off 
middling existing in the spot market at time of delivery. 

This method of determining the contract differences, ?.e., the 
use of actual differences prevailing in the spot market, and con- 
veniently called the commercial difference system, is the only 
system ever employed or even seriously considered on two of the 
world’s leading cotton exchanges, those at Liverpool and New 
Orleans. Moreover, it was for many years the only system em- 
ployed at New York. Gradually, however, the diminishing stock 
of cotton at New York and the attendant difficulties in accurate 
determination of grade differences, together with increased oppor 
tunity for manipulating such differences in order to deceive arbi- 
tration committees, led to the abandonment of the commercial 
difference principle. A revision committee (the Committee on 
Revision of Quotations of Spot Cotton) was created with power 
to fix the contract grade differences for definite periods. At first, 
monthly revision dates were provided, except in the summer season ; 
but from 1897 on, until very recently, only two revisions yearly 
were permitted—one on the second Wednesday in September, hold- 
ing good until the third Wednesday of November, and the second 
holding from November until the following September. In prac- 
tice, meetings of the revision committee, especially the September 
sessions, frequently resulted in no change in the contract differ- 
ences. Consequently, these differences often remained unaltered 
for a full year or more. 

Here, then, was a system of committee fiat arbitrarily injected 
into a mechanism for handling commerce in a great staple. Like 
many other fiat experiments in trade, it failed miserably. The law 
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Take first the effect on hedging. Practically all cotton men are 
igreed that the paramount function of the cotton-future market 
is to provide a “hedge” for the cotton merchant. The essence of 
. hedge operation is the balancing of a speculative loss in the 
spot market by a speculative gain in futures (or vice versa) in 
such manner that a cotton merchant may largely eliminate specu- 
lative risks for himself and reckon with substantial, though not 
complete, certainty on a trading margin or commission. The 
theory is that if cotton which he buys in the spot market ahead of 
orders from mills declines, then a future contract sold on the ex- 
change will likewise decline in substantially the same measure. 
Thus, broadly speaking, his loss on spot cotton is offset or balanced 
by a profit on the exchange contract sold as a hedge. If, on the 
ther hand, cotton advances, the speculative profit thereon will 
presumably be offset by a loss on the future contract which must be 
bought back at a loss. Although the merchant could deliver his 
cotton on contract, if of tenderable grade, ordinarily he does not 
want to do this as he needs it for private transactions with spinners. 
He uses the exchange contract merely as a means of avoiding a 
speculative loss. In return for this protection he is willing to fore- 
go a speculative, as distinct from a trading, profit. He allows for 
such a trading profit or commission, of course, in naming the price 
it which he will sell to the spinner. Largely owing to the substan 
tial protection which the hedging function has afforded when the 
future system has operated normally, this commission of the mer- 
chant has been sharply reduced. Hundreds of thousands of 
bales are ordinarily handled at a middleman’s charge of not over 
50 cents per bale—often less. At 10 cenfs per pound for cotton, 
this is only 1 per cent of the gross value. This means that the 
benefits of hedging extend to the spinner, and presumably through 
him to the consumer. 

Absolute protection by hedging cannot be secured, and, in 
deed, complete protection is possible, even in theory, only for 

iddling cotton, the basis grade. But since fluctuations in the 
“differences” for other grades are ordinarily small as compared 
with those in the price of middling, the merchant relies on his 


future contract, bought or sold as a hedge, as the case may be, to 


afford him a very substantial protection. 

It is clear that the successful conduct of such hedging opera- 
tions depends on the maintenance of a reasonably constant margin 
or parity between the price of middling cotton in the spot market 
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iot know, when he enters into his future contract, what grades 
will deliver. ‘This, as already pointed out, is why sellers want a 
isis contract. Since fixed contract differences are bound to be out 
of line, more or less frequently, with the true differences, a depre- 
ciated contract price follows as an almost inevitable consequence. 
In short, the argument of a “calculable” contract means that the 
effort to protect the few sellers who actually ship cotton to New 
York will more or less constantly disorganize the future market 
to the injury of the vast number of others using the market, 
either for purposes of hedging or for speculation. The arbitrary 
injection of this element of uncertainty into the market means 
that intelligent speculation becomes more or less impossible. Since 
the buyer cannot know what kind of cotton he will receive he 
cannot adjust his operations to meet a future change in grade 
differences in the spot market. Under the commercial difference 
system the buyer of contracts should not be affected by changes in 
the differences. 
Not only may such fiat differences cause loss to the speculator 
and to the non-speculative cotton merchant, but they also tend to 
injure the cotton producer and the spinner. The distorted future 


prices brought about by such differences inject disorder and irrita- 
+ 


ion into the cotton trade the world over. 

The cotton producer in a great number of cases sells his crop 
at so many points—hundredths of a cent—on or off the price of 
New York futures. (These points on or off should not be confused 
with the contract differences.) Hence a distortion of the future 
price tends, at least, to affect the price he receives for his cotton. 
Elaborate price studies given in the report of the Bureau of Cor 
porations show that in the main the influence of such distorted 
future prices is overcome by competition, which forces the buying 
merchant to pay more points on (or fewer points off), as the 
future price is arbitrarily depressed. But it is reasonably clear 
that during the process of adjustment a real and at times prob- 
ably a substantial injury is done the producer. And whether 
the injury is real or fancied, great or small, this distorted future 
price has been a red rag to cotton producer and to spinner alike. 
Denunciation of such distorted future quotations in the South has 
often been violent. Yet it is hardly more severe than a formal 
resolution of the American Cotton Manufacturers Association 
adopted at Richmond, Va., in 1908, in part as follows: 
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of arbitrators and at times has severely disturbed the value of the 
Liverpool contract in its relation to spot middling. 

The obvious remedy for this evil is to forbid or at least dis- 
courage the tender of such troublesome cotton on exchange con 
tracts. This was done at both New York and New Orleans by 
limiting the allowances to be added to the contract price for 
cotton of extra staple length to a small fraction of a cent per 
pound, ‘This was virtually a penalty and ordinarily kept such 
cotton out of deliveries. Under a recent amendment to its rules, 
moreover, the New York exchange makes no allowance whatever 
for extra staple cotton unless this is permitted by the Secretary 
of Agriculture. 

However, whether the commercial difference system has worked 
well or badly at New Orleans or Liverpool becomes a question more 
or less academic beside the practical consideration that the New 
York Cotton Exchange is perforce committed to its re-adoption. 
The real problem now is to assure the commercial difference sys- 
tem at New York a thorough and fair test. Much will depend on 
the fidelity with which the contract differences are ascertained 
from day to day. Recognizing that the narrowness of the spot 
market may at times, or even frequently, fail to afford sufficient 
basis for close determination of differences, the Cotton Futures act 
provides that in this event these differences “shall be determined 
by the average actual commercial differences,” on the sixth day 
prior to the date of delivery “in the spot markets of not less than 
five places designated for the purpose from time to time by the 
Secretary of Agriculture.” 

A practical difficulty arises here because these differences must, 
under the act, be based on the official cotton standards of the De- 
partment of Agriculture, whereas these standards have not yet 
come into general use in Southern spot markets. To meet this 
situation the act confers power on the Secretary of Agriculture to 
prescribe rules by which the differences for such grades as he may 
select in the open market shall in effect be translated or modified on 
terms which will make them applicable to the official standards. 

This, it may be objected, is merely the substitution of the fiat 
of a government official for the fiat of an exchange committee. 
But there is this vital distinction: the differences ascertained by 
or under the rules of the Secretary of Agriculture can be changed 


in twenty-four hours if shown to be erroneous, whereas the fiat 


differences of the revision committee established on the third Wed- 
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by-bale identification with grade, by means of tag or otherwise. 
That there is a practical difficulty here may be conceded. Ap- 
parently it will now be determined by actual test instead of fruit- 
less debate whether this difficulty is insurmountable. Such identi- 
fication, it may be noted, was recommended some years ago by a 
committee of the exchange as entirely feasible. 

\ssurance that these various improvements will be actually 
secured rests largely on the powers of interference by the Secre- 
tary of Agriculture. Not only may he prescribe the methods of 
determining contract differences but he is constituted an umpire, 
or referee, in disputes over grade. Back of this is the prohibitive 
tax of 2 cents per pound on contracts which fail to meet the 
requirements of the act. 

To business men who regret the steady tendency toward more 
ind more government regulation—as distinct from government 
supervision—of commercial transactions, the power thus con- 
ferred on a Cabinet officer appears unfortunate. Whether it will 
lead to still closer control of cotton exchanges or, extending be- 
yond them, involve other speculative exchanges as well, is by no 
means the least interesting question prompted by this new legis- 


lation. It should be unnecessary to elaborate the moral that 


lorns the tale. 
LuTHER CONANT, JR. 
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One of the principal sources of difficulty which will probably 
be met throughout the whole task of valuation is the lack of definite 
terminology. There is nothing in the congressional act to indicate 
that any limitation upon the meaning of “value” was intended, or 
that “value” in its broadest sense was not meant, or that the 
valuation is to be for any particular purpose. The legal theory 
of fair value is comparatively new. The Supreme Court in a 
frequently quoted opinion (Smith v. Ames) has laid down certain 
elements of value, but has not weighed them in any definite scale.’ 
Moreover, in the numerous opinions of courts, commissions, and 
legislatures, there is a constant and seemingly unavoidable con- 
fusion of “cost” and “value.” This has resulted in a distortion 
of the economic concept of value, and a substitution of engineering 
and accounting opinions for the standard dicta of classical 
economists. ‘The terms “physical value” and “fair value’”—now 
so flagrantly misused—have not the definiteness of concept which 
conomists of the past generation considered essential for the es 
tablishment of an economic doctrine. 

Merely to summarize the many conflicting definitions of the var- 
ious kinds of “cost” and “value” requires greater space than is 

fforded by this paper. Dr. Whitten, in his excellent treatise,* 
attempted to cover the field fully, but since its first publication, 
in 1912, so many new opinions have been uttered and so much new 


material accumulated that he has recently issued a supplementary 


volume. There is evidence in the Valuation act that Congress leg 
islated with no fixed ideas regarding the elements of “cost” and 
“value.” The broad scope of the law has led Mr. Prouty, director 
of valuation, to interpret it as something more than a mere 
engineering problem. 


It is for the commission to marshal every fact obtainable with re- 
spect to the present condition and the past history of our railways, and 
from a just consideration of all these facts to determine the fair values 
of all the properties today.*® 

*The elements of “fair value” as stated by Justice Harlan are: “The original 
cost of construction, the amount expended in permanent improvements, the 
amount and market value of bonds and stock, the present as compared with 
the original cost of construction, the probable earning capacity under par 
ticular rates prescribed by statute, and the sum required to meet operating 
expenses are all matters for consideration and are to be given such weight 
as is just and right.” 

? Valuation of Public Service Corporations. 

*Address delivered at the second annual meeting of the Chamber of 
Commerce of the United States, Feb. 11, 1914 (Ry. Age Gaz., Feb. 13, 1914). 
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ment expense which must be allowed even though the expense would 
not be incurred by a new corporation of like character. If the corpor- 
ition has built railway lines to develop a country and has not only spent 
money to get people to settle there but has experienced deficits below 
a fair return on its investment until the country has become sufficiently 
populated, then this development expense must be allowed.° 

This theory is opposed by those who contend that “reproduc- 
tion” means replacement and has reference only to the present. So 
varied have been the opinions on this point that Dr. Whitten in 
a recent article proposes a compromise; namely, “normal actual 
6 This would allow for actual cost of reproduction only 
when the conditions under which the property was constructed 


cost. 


were normal conditions. 

The assumption of “reproduction cost” under present condi 
tions entails a proper and careful computation of “unit prices” 
in addition to the task of estimating the ratio of contingent and 
other non-physical costs. The replacement cost is the sum of 
money which would have to be expended at the present time to 
reproduce a physical property identical with that in existence 
and used for the benefit of the public. In arriving at the cost 
an inventory of the entire physical property must be made and 
to every unit found in the plant must be applied costs represen- 
tative of what would have to be paid today for the material and 
for the labor necessary to place the material in the position now 
occupied by the existing plant. Thus, the estimate of unit costs 
involves (a) a determination of the price of physical material 
and equipment at the place of erection, (b) the cost of labor of 
placement, including engineering, supervision, wastes, and con- 
tingencies, and (c) expense due to lapse of time represented by 
interest on capital during construction. 

The estimates of unit prices of material are naturally based on 
current market quotations, with the addition of the cost of 
handling and of carriage. As pointed out by Mr. William J. 
Wilgus in the valuation of the Lehigh Valley Railroad, materials 
may be of two classes with respect to prices: (a) those that rise 
and fall with financial and industrial conditions and should there- 
fore be based on averages over a period of years; and (b) those 
that show an upward price tendency, such as ties, piling, lumber, 


ballast, etc. The reproduction cost of the latter is more properly 


*Proceedings of the American Society of Civil Engineers, vol. LXXIII, 
p. 382, 


*“Fair Value for Rate Purposes,” Harvard Law Review, vol. XXIII, p. 18. 
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classified as interest, engineering, and contingencies. They com- 
prise all outlays involved in the inauguration, acquisition, as- 
sembling, and installing of the physical factors of a plant or 
property. Such charges are inseparable parts of the cost of 
placement, but bear no fixed relation to the cost of materials or 
of labor. Unless records of actual outlays are available, therefore, 
considerable difficulty is experienced in establishing a proper basis 
for their computation. In public utility valuations made by state 
authorities, the “non-physical” costs have varied from 5 per cent 
to 85 per cent of the physical costs. it is a known fact that in 
most cases there has been no “experience” basis for the estimate. 
No means are available for standardizing these costs. Few prop- 
erties, however similarly constructed and similarly situated, have 
the same rates of “overhead” charges. ‘Lhe prices of rails, ties, 
bricks, etc., are readily obtainable; freight charges are known; 
and labor costs in the placement of material can be approximated ; 
but the specialized services of deliberating, planning, devising, 
promoting, experimenting, and superintending bear no fixed rel- 
ation to the current cost of the materials or to the prevailing rates 
of wage remuneration. Moreover, time is an important factor in 
construction costs. ‘The “‘quantities” of time are as much depend- 
ent on the play of the elements as on human energy. 

‘The estimate of interest on capital outlay during construction is 
an exceedingly complex problem. Interest is ordinarily computed 
and paid at semi-annual intervals. Accordingly, if the construc- 
tion period extends beyond a half year, the rate, to represent 
“actual normal cost,” should be compounded. ‘The absence of 
compounding would mean a considerable reduction in the repro- 
ductive cost of large railroad systems. Mr. Wilgus, in his ap- 
praisal of the Lehigh Valley, estimated that by compounding 
interest during the estimated period of construction on the $352,- 
000,000 of capital, the total reproduction cost was enlarged by 
$18,150,000. It can hardly be claimed that the requirement of 
compounding is unnecessary because the capital outlay is not 
immediate but is made only as the work progresses. It has long 
been regarded as a sound financial maxim that the capital required 
for a business enterprise should be fully available at the outset, 
for otherwise costly delays may result at some stage because of 
lack of funds. When capital is awaiting investment, it’ r ely 
receives a return even approximate to that which must be paid 
for its permanent use. 
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only the initial outlays for establishing a sound business on a 
paying basis, but also certain losses arising from property aban- 
donments and changes in physical structure required to perform 
properly the service of transportation. Thus, the losses caused by 
changing a narrow gauge line to a standard gauge when brought 
ibout by a growth of business stimulated by the initial road, is to 
ul intents and purposes a “developmental” cost. ‘The business 
furnished by the territory traversed when the line was first con- 
structed may not have been sufficient to warrant the capital outlay 
required by a standard gauge with easy curves and gradients. 
The building of the narrow gauge line, however, caused industrial 
development and population growth rendering it inadequate and 
entailing both an enlargement of the gauge and changes of loca 
tion. ‘The first line, therefore, was essential to bring about the 
construction of the second; and on this ground a reasonable por- 
tion of the loss due to the abandonment of one line may be classed 
is a developmental expense, and included in the cost of the new 
line in the same manner as the false work on a bridge is included 
is part of the cost of the permanent structure.*” 

One of the so-called intangible items that is generally not 
given its proper weight in valuations of large concerns is the cost 
of assembling expert workmen to construct, inaugurate, and effi- 
ciently operate the enterprise. In all new business undertakings 
there is generally heavy initial expense of training the construc- 
tion and operating forces. Accordingly, operating efficiency, 
arising from a trained and well-disciplined working organization, 
is frequently the result of actual investment. It is, therefore, 
an essential element in the “reproduction value of a going con- 


cern.” That it is a neglected element is due largely to the 


fact that neither the courts nor the general public can comprehend 
fully all the items of expenditure in the building up of a success- 
ful business. It is the function of economists to ascertain all 
of the necessary and proper elements of cost or value that are 
involved in the final completion of a public utility, built in a man 
ner conforming to practical human experience with full allow- 
ince for the fallibility of human judgment. 
the Georgia Railroad Commission in a recent case: “As we understand 
term, it means a value due to the fact that a plant has consumers 

ictually using its product; that it is in actual and successful operation and 

s attached to it a developed business.” See Public Service Regulation, Sept., 
1914, p. 502, 

“For an early estimate of the “developmental cost” of a railroad system, see 
Eugene V. Smalley, History of the Northern Pacific Railroad, p. 64. 
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mittee on railroad valuation of the National Association of Rail- 
way Commissioners, it is admitted that there is a distinction be- 
tween depreciation as an engineering question and as an account- 
ing question. This report states: 

From the engineering aspect we get light upon depreciation by con- 
sidering it as a condition at a given time of a piece of property as 
compared to new. The bookkeeping aspect has to do with setting up 
f a bookkeeping method for the purpose of accumulating a fund which 
n a given time on a straight line, curve or other formula, will ac- 
cumulate a certain amount of money. One deals with a theoretical 


condition; the other, with actual. Whenever an attempt is made to 


determine the reproduction cost less depreciation, we of necessity must 


follow the condition per cent idea and deal with the actual. 

Mr. McCarty, vice-president of the Kansas City Southern Rail- 
way, in his pamphlet entitled Depreciation of Railroad Property, 
cites the instance of one wooden trestle costing $1000 which it is 
necessary to renew each year, and another trestle built at a cost 
of $1500 but having an expectation of ten years’ use. He con- 
cludes that in the first case the cost of maintenance in ten years 
will be $10,000; and in the second instance, but $1500. The ap- 
parent disparity is due to the failure to distinguish between the 
renewal expense and actual depreciation or loss of condition. 
With the $1000 trestle it is merely a matter of annual renewal, 
whereas in the case of the $1500 trestle, because of annual account- 
ing periods, there is the element of annual loss of condition over 
ten years of $50 per year and also the minimum cost of replace- 
ment, $1000, at the end of ten years. In making a valuation of 
the trestle, the minimum value in either case would be in the 
neighborhood of $1000. In accounting for the investment rep- 
resented in the trestle which is renewed annually, the books at 
the end of the year, i.e., the time just previous to the renewal of 
the trestle, may show full capital investment for this item, or, in- 
stead, a renewal or reserve fund of $1000. It can be seen, there- 
fore, that a value of approximately $1000 may be put on the 
property, though the books may show the value entirely ex- 


tinguished—this value having been converted through charges to 
income into other forms of assets.!® 


assisted by any formula of depreciation to be applied as an accounting 
method.” Proceedings of American Society of Civil Engineers, vol. XI 
(April, 1914), p. 1212. 

“Professor A. A. Young in a recent article on “Depreciation and Rate 
Control” (Quart. Journ. Econ., Aug., 1914), concludes: “In valuations for 
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be used as a basis for estimating actual physical deterioration of 
value. For example, in relining blast furnaces, where the relining 
can only be done conveniently at relatively long intervals, a de- 
preciation reserve set aside for this purpose may be used fairly to 
estimate the loss in value due to the use of the furnace. In this 
case the depreciation reserve covers merely the deferred main- 
tenance which has been necessarily deferred because of the fact 
that when the furnace is in operation the repairs cannot be made 
concurrently with the deterioration. In fact, the reserve is re- 
quired merely because the intervals at which the relining is done do 
not coincide with the periods when the earnings are computed. 
The different principles involved in engineering valuation and 
prevailing bookkeeping methods may be illustrated with reference 
to appreciation. It is widely contended that appreciation of cer- 
tain items of property such as land, embankments, etc., is an off- 
set to depreciation of certain wasting assets; but in common ac- 
counting practice, although depreciation is considered a loss which 
must be deducted from profits, i.e., a debit against operation, ap 
preciation is not placed as a gain or a credit. The reason is that 
no entry is made on the books to cover any increase in the value 
of assets unless such increased value arises from a transfer or 


sale. Thus, while entries may be made to cover depreciation, no 


entries are generally made to cover appreciation unless such ap 


preciation is realized in cash or equivalent. 

The appreciation of a railroad property is undeniably a sig- 
nificant element of value.’® It may be due to other causes than 
the so-called “unearned increment” arising from natural causes 
and from increase of population and wealth. The increment due 
to solidification and adaptation is not a work of nature similar to 
reforestation. It was recognized early in railroad history that 
current maintenance during a number of years after a line is in 
operation covers in part additional construction cost. The re- 
pairing of slopes, of cuts and embankments, the improvement of 
drains and water courses, the solidification of sub-grade and bal- 
last, all involve considerable expense which has not been added to 
capital account. 

* For decisions involving the appreciation of land values, see Wilcox v. 
Consol. Gas Co., 212 U. S. 52; Stanislaus v. Irrigation Co., 192 U. S. 215; 
San Diego Land Co. v. Nat. City, 174 U. S. 757; L. & N. R. R. v. R. R. Com, 
of Ala., 196 Fed. 800, 

1” See (N. Y.) State Engineer's Report on Railroads, 1854, p. 6, where it is 
stated: “It has been questioned whether the cost of these items is a proper 
charge to construction or to cost of operation,” 
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parisons to lands in the vicinity “similarly situated,” though it 
is rarely that one parcel of land equally useful for railroad pur- 
poses has all the physical, geographical, and topographical char- 
acteristics of a neighboring parcel. A public service company un- 
ler nearly all circumstances is usually compelled to pay much more 
for right-of-way or terminal land than the prevailing or market 
prices. Moreover, in condemnation proceedings, the company must 
pay a price based on the most profitable possible use. The use 
to which land is put thus changes its value. Land which is very 
desirable for railroad right-of-way may be worthless for agricul- 
tural or grazing purposes; but if the same land is adaptable as a 
mill site or as a quarry, its most profitable use for any of these 
purposes will determine the assessment of damages to the owner 
because of its appropriation. In addition, there is extra cost 


or enhanced value for railroad purposes of any particular par- 
cel because of the necessity for continuity of the right-of-way 


and the damages to the lay-out of adjoining lands arising from 
this necessary continuity. 

Another element of added cost is the fact that right-of-way 

nd is bought on a “retail, small-parcel basis,” and therefore a 
higher price must be paid than when large uneven tracts are 
purchased without subdivision.'® It has been the practice in 
previous railroad appraisals to allow for these and other added 
costs by the application of multiples. This means that to the 
‘omputed average value of adjoining lands “similarly situated,” 
a multiple (which has varied from 25 per cent to over 300 per 
cent) is added in an appraisal of right-of-way. 

The use of multiples has been discountenanced in Justice 
Hughes’ opinion in the Minnesota rate ease. The objection here 
appears to have been directed against this “conjectural” method 
of appraisal and does not constitute a denial of enhanced cost 


“The California public service commission in the Los Angeles and Santiago 
Beach Railway case recently decided, based the value of land on the wholesale 
price, i.e., the amount real estate men would pay for tracks before subdivision. 
The company claimed that retail prices should be used. A mean between the 
two values was finally agreed upon. In accepting this, the commission re- 
marked that “the mere fact that acreage property is subdivided into lots 
loes not necessarily increase the value therof, nor does the fact that property 

held at a certain figure indicate its true value.” This would assume that 
the “similarly situated” basis of land appraisal has no bearing on public 
utility valuation, and that the purchase of large tracts of land by real estate 
operators is entirely without profit, all of which is contrary to actual fact. 
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FARM CREDIT IN KANSAS 


Early in the spring of 1914 the department of economics at 
the University of Kansas made an investigation of the rural credit 
situation throughout the state with a view to ascertaining 
whether there was sufficient foundation for the contention that 
our credit system is prejudicial to the interests of farmers and, 
if so, what remedial] measures seemed to be most adequate. Sched 
ules of questions relative to farmers’ interest rates, credit trans- 
actions, etc., were sent to representative bankers, merchants, and 
farmers in each of the 105 counties. In the distribution of these 
schedules considerable care was exercised. An attempt was made 
to secure information from every county-seat and from at least 
one rural district within the county. Moreover, the questionnaires 
were so arranged that the statements of the various correspon- 
dents were available for comparison. Where any serious discrep- 
ancy appeared, the matter was satisfactorily adjusted through 
further correspondence. Altogether, replies were received from 
179 bankers, 122 farmers, and 80 merchants. At least one 
banker and one farmer reported from each county. 

Land mortgage loans. The capital requirements of the farmer are 
supplied by two forms of loans—the long-term and the short- 
term. ‘The long-term loan is used in aiding to pay the purchase 
price of the farm, in making permanent improvements or, in fact, 
whenever the expense of productive equipment is too great to be 
met out of the income of two successive years. The security for 
such a loan is the farm mortgage. 

The mortgage loan—varying in amount from $100 to $10,000 

is generally made for a term of five years with the provision that 
the mortgagor may reduce the principal by $100 or any multiple 
thereof on interest-paying dates. Life insurance companies regu- 
larly invest in farm mortgages of the larger denominations which 
mature in five or seven years. Only a few ten-year loans are 
made. In some of the western counties, where a loan of $300 is 
the most that can be made on a farm of 160 acres, a term of one 
or two years is common; but, on account of the uncertainty of 


land values in these parts, land mortgage loans are not popular 
with bankers. A decided preference is shown for chattel mortgages 
and personal paper. 


The rate of interest on mortgage loans varies from 6 to 10 
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long-term loans by counties. ‘The rates under 10 per cent include 
A I 


commissions. 


Taste 1.—Rates of interest on long-term loans. 


tk 


Per cent o 


indebtedness* 
Per cent of to- 


tual number 


x 


7 25.848 


20; 
1,586,310 


644,152 


In addition to the regular interest and commission charges the 
borrower bears the expense of establishing a clear title to his land. 
This cost is sometimes excessive, especially where the land has been 
subject to numerous transfers. In the majority of cases, too, 
the borrower pays the recording fee, the notary fees, and the 
charges for inspecting the property to be mortgaged. When all 
these expenses have been met by the farmer his actual cost of bor 
rowing is from 1 to 24% per cent higher than the rate recorded in 
the mortgage contract. 

Personal loans. Just as the long-term or land-mortgage loan is 
needed for the purchase and improvement of the farm, so th 
short-term or personal loan is necessary in the growing of crops. 
From the time the ground is prepared and the seed planted until 
the crop is harvested a period of six or nine months may have 
elapsed. In the meantime the farmer’s income is small and his 
expenses heavy. He is obliged to make continual advances for the 
payment of wages and for the purchase of productive equipment 
and supplies. Funds are required not only to grow the crops but 
also to tide him over until his products have been sold. 

Short-term loans for meeting these temporary claims are sup- 
plied by the banks and merchants. Bank loans, made on the per- 
sonal integrity of borrowers or secured by chattel mortgages, are 
generally drawn for terms of three or six months with interest 
taken in advance out of the loan. Some thirty and sixty-day 

* Thirteenth Census of the United States, vol. VI, p. 578. 
* Ibid., vol. II, p. 674. 
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Where book credit is freely granted it is customary for dealers, 


especially implement dealers, to add a larger margin of profit in 
th sale price. For instance, $10 is added to the cash price of a 
header, $5 to the cash price of a binder, and $2 to the cash price 
of amower. The difference between the cash and the credit price 
on standard implements varies from 5 to 10 per cent. When 
the account runs for a period of only six months, this difference is 
equivalent to paying a rate of interest well above 10 per cent. 

Practically all credit sales are made on a fall settlement basis. 
In the western counties accounts are payable after August 1, or as 
soon as the wheat crop has been sold. In those sections where 
farming is more diversified, with corn as the leading crop, accounts 
ire payable in October or November. It is not expected that these 
accounts will run for longer than six to nine months, but in advers« 
years the percentage of unpaid accounts may be very large. One 
dealer doing an extensive credit business in central Kansas esti 
mates that 75 per cent of his book accounts in 1918 were carried 
over. Most dealers, however, who sell on a fall settlement basis 
sell on the understanding that if the account cannot be fully settled 
after harvest the farmer will give his note, bearing interest, for 
the amount unpaid. 

Where book credit is not allowed the dealer reduces his margin of 
profit and, in lieu of cash, demands the farmer’s note at the time 
the sale is made. Notes are payable in the autumn no matter 
when drawn. ‘The exact date of maturity is made to correspond 
with the sale of the crop. But when the cost of a binder, header, 
or other heavy machinery is too great to be met out of the income 
of a single year, the privilege is sometimes granted of paying in 
two fall instalments, one payment being due immediately after 
harvest. For the balance a new note maturing a year hence is 
given. The rate of interest on these notes varies but little from 
one section of the state to another. A uniform rate of 8 per cent 
is reported by 49 dealers representing as many counties; 10 report 
rates varying from 8 to 10 per cent; 21 report uniform rates of 
10 per cent. Naturally, the higher rates prevail in the western 
counties. 

Are the rates high? For the purpose of ascertaining whether 
the general sentiment of farmers and bankers was favorable or 
unfavorable to existing rates the question was asked: “Do you 
consider the rates high?” In the replies from bankers, 122 answered 
the question in the negative; 50 reported the rates too high; and 
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respective communities. A comparison of their replies shows that 
with 156 banks the rate on city real estate is higher than the rate 
on farm mortgage loans—in amount varying from 4% to 2 per 
cent; 2 banks report a higher rate on farm loans; 21 banks 
(located for the most part in western counties where loans are 
seldom made on town property or farm lands and where 10 per 
cent is the lowest rate on any kind of security ) report the same 
rate on all mortgage loans. 

On long-term loans the farmer clearly has an advantage ove1 
other individual borrowers. But the question arises, Would not a 
lower rate, both for social and economic reasons, be desirable? 
Bankers spurn the suggestion, maintaining that lower rates would 
only cause higher land values, land speculation, over-expansion and 
reckless use of credit, and that the rate of interest should be 
allowed to adjust itself to the type of security the farmer has to 
offer. 

There is perhaps some truth in these contentions, but the fact 
remains that our rural credit system offers little encouragement 
t’ ‘he young man who aspires to land ownership. In the first place, 
it fails to make provision for an adequate term of loans. A 
scheme which provided for a longer term of loans and a reduction 
of the principal on the amortization plan would make the outlook 
of the young farmer more promising. In the second place, land 
values are high; in fact, out of all proportion to the capitalization 
of the rent at the current rate of interest. Land which yields an 
annual rent of $3 per acre frequently sells for more than $100. 
In order to become a landowner on borrowed capital one must 
pay an interest rate of at least 6 per cent and other charges which 
may increase the actual rate to 7 per cent. With such an unfavor 
able ratio existing between earnings and expenses the ownership of 
land is gradually passing out of the hands of the actual 
cultivators.® 


Forces affecting the rate. From the point of view of the banker, 


farmers themselves are largely responsible for the rate of interesf 
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ment in Kansas of approximately $56,500,000. This amount rep- 
resents 80 per cent of the total debt as returned by the United 
States Census for 1910 on Kansas farms operated by owners own- 
ing their entire farm. While the data are not exactly comparable, 


they show, nevertheless, the relative importance of foreign capital 


n fixing the rate of interest. 

Investment of local capital in farm mortgages is adversely 
iffected by the general property tax law which subjects real and 
personal property to the same kind of taxation. To an investor 
the tax is extremely annoying. It scales down an interest rate of 
§ per cent on a mortgage loan to 41% per cent. Rather than suffer 
this loss of income the investor is obliged to invest his capital in 
foreign enterprises where his personal supervision can seldom be 
exercised. As a matter of fact, the recent efforts of the state tax 
commission to enforce rigidly the law in regard to the taxation of 
personalty has caused such wholesome fear of double taxation 
mong investors that an enormous volume of capital annually seeks 
nvestment beyond the state boundaries out of reach of the tax- 
gatherers. ‘The withdrawal of these loanable funds compels the 
farmer to pay a higher rate of interest than would be necessary 
inder more lenient laws. 

Another phase of state legislation which affects the rate of 
interest on long-term loans is the redemption law, designed to 
safeguard the mortgagor who has defaulted on interest payment. 
For a period of eighteen months after foreclosure sale the mort 
gagor has a right to redeem his obligation and regain title to his 
fand. During this time the lender is exposed to a loss not only on 
wccount of taxes and interest but also on account of the wilful 
negligence of the occupier in caring for the property. Thus by 
making the acquisition of property less desirable under foreclosure 
sale the long-time redemption privilege detracts from the security 
of a mortgage loan. A shorter period allowed for redemption 
would virtually lower the interest rate by enabling the borrower to 
secure larger loans on his property with less risk to the lender. 

Finally, there are the exemption laws which add to the lender’s 
risk by making the non-payment of honest debts an easy matter. 
At present, one may own 160 acres of land, occupied as a home- 
stead, worth perhaps $32,000, with live-stock, feed, implements, 
and provisions enough to keep the farm in operation for one year 
and still be law-proof from the collection of debts. Manifestly 
the exemption allowed by law is excessive, inequitable, and injur- 
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On account of the continual shifting of the rural population, the 


character of his neighbors is ever a matter of uncertainty. There 


is, moreover, no religious or communal! bond to overcome the mutual 


listrust that frequently arises. These conditions militate strongly 


igainst the growth of a coéperative spirit. In the second place, 

majority of the country banks are already owned by farmers 
who represent perhaps the best ability in the farming occupation 
ind who would resent actively the formation of competitive organ- 
rations in their communities. Finally, fatmers are suspicious of 
codperative enterprise in all its forms. Partly for this reason 
codperation in buying and selling has made little headway. 
The number of failures has been large. It would seem unwise 
herefore to advocate the establishment of farmers’ coéperative 
banks until codéperation in its milder and safer forms has secured 
. permanent footing. 

In view of the inability of farmers either through individual 
nitiative or collective action to deal adequately with the rural 
credit problem the question arises, Could the state, through legis- 
lation, enable the farmer to obtain his loans at a lower rate of 
interest ? 

Reference has already been made to the possibility of reducing 
interest rates by a repeal or modification of state laws now preju 
dicial to the lender. In addition, it might be well to consider 
the adoption of a land title registration law, otherwise known as 
Torrens law. Such a law, while not directly affecting the rate of 
interest, would greatly reduce the cost of borrowing. At present 
the cost of establishing a title prior to the granting of a loan may 
nake the cost of borrowing prohibitive. 

It is questionable whether state legislation should go any 
further. If the state were to attempt to solve the rural credit 
problem by making loans directly to farmers, it would be necessary, 
in providing sufficient funds for this purpose, to issue long-term 
bonds secured by mortgages on farm lands. In the opinion of the 
writer, however, this plan of dealing with the situation, while 
sound in principle, is too comprehensive to be within the purview 
of state legislation. The problem of giving to agriculture its 
proper place in the nation’s business has become national in scope, 
therefore the larger program is one for federal rather than state 
initiative. This would insure the effective application of a common 
remedy to like conditions. It would be merely a continuation of 
the government’s liberal land policy. 

Grorce F. Putnam. 

University of Kansas. 
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Broadly speaking, the various sections of the Clayton act may 
be classified under three heads: (1) Those declaring certain acts 


unlawful and prohibiting them; (2) those designed to enforce 


Several changes had been made in the measure as passed by the House on 
Tur 5. Easily the most important were the provisions giving to the Trade 
Interstate Commerce commissions authority to enforce compliance with 
se sections prohibiting price discriminations, interlocking directorates, 
holding corporations, and exclusive and tying arrangements. Almost equally 
rnificant was the elimination of the fine and imprisonment penalties which 
the House measure had provided as punishments for violations of three of 
these sections, i.e., those directed against price discriminations, holding cor 
rations, and exclusive and tying arrangements. This amended measure 
s altered by the Senate in a number of respects. That body struck out 
tirely the provision forbidding price discriminations. It also in the Com 
of the Whole eliminated the section prohibiting exclusive and tying 
irrangements but later adopted a substitute. A new section forbade com 
nm carriers, except under certain conditions, from having dealings to the 
extent of more than $50,000 a year with certain classes of concerns in which 
own officers or agents were interested. 

On the last day of August a unanimous consent agreement was secured for 

1 vote on the Clayton bill (pp. 15,795-15,796) and two days later the measure 
ed the Senate by vote of 46 to 16 (p. 15,970). 

In view of the several additions which were made by the Senate and the 
elimination of many of the clauses of the bill as it had passed the House, 
1 disagreement was a foregone conclusion. On September 4, Representative 
Webb asked unanimous consent for a disagreement to the Senate’s amend- 

ents and for a request for a conference. No objection being made, the 

appointed Representatives Webb, Carlin, Floyd of Arkansas, Volstead, 

nd Nelson (p. 16,103). A message having informed the Senate of these 

facts, the motion of Senator Culberson that the Senate insist on the amend 

and that the chair appoint conferees on the part of the Senate wa 

to. The vice-president thereupon appointed Senators Culberson, 
Overman, Chilton, Clark of Wyoming, and Nelson (p. 16,084). 

On September 23 Senator Culberson presented the conference report on 
the Clayton measure (p. 17,018). But owing to the fact that in certain 
articulars the report was not sufficiently explicit to give directions to the 
enrolling clerk he withdrew it upon the following day and submitted a new 
report (p. 17,066). Several days of debate in the Senate followed, during 
which the conference report was strenuously attacked by Senator Reed of 

souri because of its elimination of criminal penalties. It was this fact 
at led him on October 5 to offer a motion to recommit the conference 
report with instructions to the Senate conferees to insist upon the insertion 

n the bill of the criminal penalties substantially as these had appeared in 
the House measure. The motion failed, 35 to 25 (pp. 17,694-17,697), and the 
Senate by a vote of 35 to 24 thereupon agreed to the report (p. 17,698). 

In the House the conference report was presented on September 25 by 
Mr. Webb (p. 17,171). It met with objections similar to those raised by 
Mr. Reed in the Senate but was ultimately agreed to on October 8 by a 
vote of 244 to 54 (pp. 17,890-17,891). On the following day the measure 
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the laws of any state, and above a certain size, shall be eligil 
director of any bank or banking association inc rporated or oper 
inder the laws of the United States. 

2, No bank (etc.) organized or operating under the laws of the 
United States in any city, incorporated town or village, of more than 
200.000 inhabitants shall have as director or officer or employee any 
private banker or any director or any other officer or employee of any 
ther bank (ete.) located in the same place. 

3. No person shall be a director at the same time in any two or 


van 


re corporations (other than ks. ete. and ( mmon carriers 


engaged in interstate commerce, anv one of which has capital, surplus, 


and undivided profits aggregating more than $1.000.000. if such cor 
porations have been competitors so that the elimination of competition 
between them will constitute a violati f any of the provisions of 
the anti-trust laws. 

With regard to some at least of the principal prohibitions con 
tained in the Clayton bill, the same argument may be made as 
was suggested against the unfair competition section of the Trade 
Commission bill, ¢.e., that such provisions are unnecessary since 
Sherman act embraces them in the same way, as it includes un 
methods of competition. Compare for example, the price discrim 
ination section of the Clayton bill with the statement of 


the cou 


in its decree against the General Electric Co.: 


g 

The General Electric Company and the 
enjoined and restrained from offering or mal 

Sec. 8. Under Sec. 10 common carriers are forbidden after two years to 
have dealings in securities or supplies, etc., or to make or to have construction 
or maintenance contracts to the amount of more than $50,000 in the aggre- 
gate in any one year with another organization, when the common carrier 

is on its board of directors or as its president, manager, or purchasing or 
elling officer, or agent in the particular transaction, any person who is at the 

me time, a similar officer of or has any substantial interest in the organiza 
tion from which the purchases are made, unless such dealings, etc., shall be 
with the most favorable bidder, who is to be ascertained by competitive 
hidding. Severe penalties are provided for the violation of this section. 
Such an interlocking between the officers or agents of a railroad and a supply 
ing concern might result in other supplying concerns being unable to compete 
for the business of the road in question. In this way a relatively inefficient 
organization might be perpetuated, and a relatively efficient one prevented 
from attaining that development to which its efficiency entitles it. 

In such circumstances we should clearly have a case of economically unfair 
competition which presumably at least is prohibited by the Trade Com 
mission act. Although in consequence the provision under discussion may 
seem to be an instance of duplication, it is hardly that in reality. By 
making all except minor contracts open to competitive bidding it attempts 
to eradicate a situation out of which unfair competition might arise. It 


would seem therefore to be both a sound and a wise provision. 
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such dealer, jobber or consumer purchases ordinary carbon filament 
lamps from others, and . . . from discriminating against any dealer, 
jobber or consumer desiring to purchase any one or more of the above- 
mentioned types of lamps because of the fact that such dealer, jobber 
or consumer purchases any other of said lamps from other manufac 
urers or dealers.'° 

Again, in view of the Northern Securities, the Oil and the To 
bacco decisions one magly not unreasonably contend that the pro 
visions of the Sherman act are sufficiently broad to includ 
acquisitions on the part of one corporation engaged in commerce 
of the stock of one or more others where in the words of the Clay- 
ton act “the effect of such acquisition may be to substantially lessen 
competition” between them “or to restrain such commerce - . . or 
tend to create a monopoly of any line of commerce.” ™ 

It would therefore appear possible for one to question whether 
very positive advantages have been secured by the provisions of th 
new law prohibiting price discriminations, exclusive purchasing 
and selling arrangements, and holding corporations. Would not 
the courts in any case coming before them have construed the Sher- 


man act to embrace all these situations provided there was any sub 


stantial lessening of competition, restraint of trade, or tendency 


to create a monopoly 

From the standpoint of the writer, price discriminations and 
exclusive and tying arrangements must be regarded as methods of 
unfair competition.’* Since the Trade Commission act expressly 
declared unfair methods of competition to be unlawful, it follows 
that there is duplication involved to a considerable extent in di 
claring specific methods unlawful." 


In view, however, of the importance of the elimination of methods 


“U.S. v. General Electric Co., et al., Decree, cit. supra, pp. 7-8. 

“See. 7, 

“It is to be noted, however, that the acts now under discussion are pro 
hibited not where the effect “is” to substantially lessen competition (etc.), but 
where the effect “may be” to do so. To the writer “may be” would seem to 
imply that the acts enumerated are prohibited if there is a possibility that 
competition will thereby be substantially lessened (etc.). If this view is a 
correct one, the new law will probably reach many acts to which the Sherman 
act could not possibly be construed to extend. 

* Stevens, “Unfair Competition,” Pol. Sci. Quart., vol. XXIX, pp. 282, 460 
See especially sections I, IV, V, and VI. 

“It is but fair to say that the debates on the conference report show that 
some senators and congressmen recognized this fact. Cf. Senators Borah 
and Culberson in the original numbers of the Cong. Rec., vol. 51, p. 17,297; 
and Representative Webb, p. 17,823. 
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same time is is scarcely necessary to point out that interlocking 
directors are not a sine qua non for securing either preferential 
contracts or centralization of control in the management of the af 
fairs of certain large corporations. Dummy directors have existed 
in the past and will continue to exist. ‘J hrough brothers, son 

and more distant relatives and also through friends, the same end 
may and not infrequently will be obtained as have been secured 
in the past through the medium of interlocking directors. 


Enforcement. ‘Ywo methods of treating violations of the princi 


pal prohibitions'* of the Clayton act are provided. Section 11 
declares that the authority to enfores 
containing these prohibitions 


hereby vested in the Interstate Commerce Commission where appli 


the Federal Reserve Board where applicabk 
to banks, banking associations, and trust companies; and in the Federal 


ble to common carriers, in 


Trade Commission where applicable to all other character of com 
merce.” 

The manner of the exercise of the authority thus given is in 
all respects identical with the procedure of the Trade Commission 
in preventing unfair competition. And since the latter has been 
fully outlined in the preceding article?’ it need not be repeated here. 


the courts have construed the Sherman act 


4 } ] } 
As indicated above, 


to embrace price discriminations, exclusive arrangements, 
holding corporations. It might therefore be contended, were th 
Trade Commission given the sole power of enforcing compliance 
with these prohibitions, that this body in so doing is merely tl 
successor to functions that were formerly exercised by the distr 


and circuit courts of the United States; and consequently that 
nothing has been gained by vesting these powers in the Track 
Commission. A similar point was made, it will be recalled, regard 
ing the authority of the Trade Commission over unfair methods of 
competition. 

In general, arguments similar to those which the writer indicated 
in favor of vesting in the Trade Commission the power over unfair 
competition, may also be advanced to support the authority given 
to this body of enforcing compliance with the prohibitions of price 

* Price discriminations, “tieing’” and exclusive arrangements, holding cor 
porations and interlocking directorates. 

”*Sec. 11. The writer has omitted from the remainder of the discussion 
any consideration of this section as applied to banks and common carriers 

* American Economic Review, vol. IV (Dec., 1914), pp. 850-851. 
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It appears, therefore, that both an administrative and a judicial 
iuthority are provided for enforcing compliance with the prohibi 
ions under discussion. ‘That it was intended to give the district 
uirts and Trade Commission concurrent jurisdiction and not to 
vest this authority solely in the commission is undoubtedly true,” 
ut what advantages this division of jurisdiction will afford, it is a 

tle difficult to comprehend. ‘True, there might be violations of 


e act other than those of which the Trade Commission is given 


jurisdiction, but the latter cases might easily have been excepted 


from the operation of section 15, thereby securing such advantages 
ought, in the estimation of the writer, to accrue from the ar 
rangements provided in section 11. Why, after providing through 
e Trade Commission a complete and on the whole commendable 
hanism for enforcing compliance with these sections, was i! 
regarded as either necessary or advantageous to provide another 
means of enforcement? ‘The only possible ground which the writer 
is able to suggest is that it was thought that enforcement might per 
haps be facilitated by having both the commission and the Depart 
ment of Justice on the watch for violations. On the other hand, 
s not this possible advantage of concurrent jurisdiction more than 
offset? The effect of section 11, taken by itself, was to considera 
bly strengthen and increase the administrative power of the Trad 
Commission by giving it authority over the enforcement of the prin 
cipal prohibitions of the Clayton act. This certainly seems desir 
ible since we are to have a Trade Commission. But it is possible to 
escape the conclusion that this increased administrative authority 
and will be, at least to a considerable extent, nullified by the 
provisions of section 15 investing the judicial branch of the gov 


ernment with a concurrent jurisdiction in that enforcement ?** 


f. statements of Representative Webb of the conference committee in 

he original numbers of Cong. Rec., vol 51, p. 17,824. The writer also has a 
letter from a member of the conference committee stating that it was in- 
tended to give concurrent jurisdiction. 

“It should, of course, be pointed out that only the actual results of the 
operation of these two sections can determine the question. It may happen 
that the complaints of various parties will be made in practically all cases 
to the Trade Commission. A fact which would seem to militate against this 
result is that under the Sherman act it has for years been customary for 
complaints to be made to the Department of Justice or its officials. It 
seems not unreasonable to assume, therefore, that there is some likelihood 
that such will continue to be the practice, at least until people become more 
familiar with the Trade Commission as an enforcing authority. On the 
other hand it is, of course, true, since the initiation of proceedings in such 
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It also follows, I think, on account of section 15, that so far as 
sections of the act deal with methods of competition which may b 
regarded as unfair, the jurisdiction of the Trade Commission over 
this matter is a concurrent one, and not, as might be inferred from 
the Trade Commission bill, an exclusive one. ‘The same thing 
obviously is also true of the jurisdiction of the Circuit Court of 
Appeals over the orders of the ‘Trade Commission relating to the 
same subject. 


The Clayton measure as passed is practically free from criminal 


98 


penalties.*° Hence, enforcement of its prohibitions rests princi 
pally upon contempt proceedings for disobedience to the decrees of 
the courts*” as is the case with the enforcement of the unfair 
competition section of the ‘Trade Commission act. Except so far 
as unfair competition is concerned, the writer is not strongly iim 
pressed with the need of other penalties than those afforded by 
contempt procedure. 

Other provisions of the Clayton act may also have some effect 
upon its enforcement. Thus: 

A final judgment or decree hereafter rendered in any criminal prose- 
cution . . . or proceeding in equity brought by and on behalf of the 
United States under the anti-trust laws to the effect that a defendant 
has violated said laws shall be prima facie evidence against such de 
fendant in any suit or proceeding brought by any other party against 
such defendant . . . as to all matters respecting which said judgment 
or decree would be an estoppel as between the parties thereto.*° 

This provision is further strengthened by a clause in the sam 
section providing (whenever the United States begins action) for 
the suspension during the pendency thereof of the running of th 
statute of limitations in respect to private rights of action based 
upon the complaint in the said action. The original Hous: 
measure had provided that a judgment in favor of the United 
States should be “conclusive evidence of the same facts” and “the 


same questions of law in favor of any other party.”*! Since this 


clause would seem to be of questionable constitutionality, it is 


i 


* The House measure provided fines and imprisonment or both as penalties 
for price discriminations, holding companies, interlocking directorates, and 
exclusive and tying arrangements. All these penalties, however, were elimi- 
nated either by the Senate or the conference committee. 

* Unless the criminal clauses of the Sherman act were invoked. This could, 
of course, be done in every case where a contract, combination, or con 
spiracy in restraint of trade or monopolization, etc., could be shown. 

* Sec. 5. Certain exceptions are made in the case of pending suits. 

"Sec. 6 of the Clayton bill as it passed the House. 
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he same time constitute violations of the act of 1890. May there 
not also be a tendency, partly as a result of this situation, to pro 
secute civilly rather than criminally such violations of the Sherman 
ict, if any, as could not be regarded as coming within the scope ot 
provisions of the new legislation? It seems highly probable that 
he new laws mark a turning point in the attitude toward trusts; 
it criminal penalties are no longer to be relied upon for the 
forcement of trust legislation, but that in the future this is to be 
handled entirely through civil suits in the courts or else by an 
\dministrative body, the T'rade Commission. This in turn appears 
to point to the ultimate result that the control of trusts will b 
vested entirely in an administrative board. 

Procedural and other sections. The sections of the act that 
ive not already been discussed relate to judicial processes, pro 
edure, etc. Consideration of these provisions will be omitted 
ecause of their relative unimportance in trust regulation and also 
n order not to expand unduly this article. Their content, however. 
ay be briefly summarized: Suits under the anti-trust laws 
iainst a corporation may be brought in any district where th« 
corporation may be found,*° and, in the case of suits brought by 
the United States, subpoenas shall run to districts other than those 
where the suit is instituted.*® Sections 17 to 20, inclusive, deal 
with injunctions, the methods and conditions of issue, ete. These 
sections prohibit their use in labor disputes growing out of th 
terms and conditions of employment, unless necessary to prevent 
irreparable injury to property rights for which there is no 
idequate remedy at law. ‘They also forbid their use in such 
disputes against strikes and picketing and boycotting, which are 
specifically declared not to be violations of any law of the United 
States. Sections 21 to 25 relate to contempts, contempt proced 
ure, and punishments in suits other than those brought by or on 
behalf of the United States. Section 6 declares that the labor of 
human being is not a commodity or an article of commerce and 
xcepts from operation of the anti-trust laws, non-stock labor, 
gricultural, and horticultural associations not conducted for 
profit. 


The following conclusions with reference to the new trust legis 


lation may be drawn from the discussion presented in the present 
and preceding article. 


Sec. 12 


’Sec. 138. Under certain conditions. 
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ind of the unfair competition section of the Trade Commission 
s entrusted to the commission by an admirable method of pro 
ire. ‘The commission conducts a hearing and makes an order 
iinst a practice, a review of which may be had by the party 


inst whom it is made in the Circuit Court of Appeals. If the 
- js not obeyed the commission applies to the same court for 


forcement, and the jurisdiction of the court in both cases is 
lusive and final.3* 

6. Unfortunately a concurrent jurisdiction has been vested in 
district courts to enforce the prohibitions against price dis- 
minations, exclusive and tying arrangements, holding cor 
‘ations and interlocking directorates. It is extremely doubtful 


this 


will serve any useful purpose. At the same time it is 
ssible, if not probable, that it will affect adversely the prestig: 
f the commission. It is also unfortunate in providing two differ 
nt courts of final review upon these practices, i.e.: the Circuit 
Court of Appeals when the Trade Commission makes orders against 
e practices; the Supreme Court when a district court enjoins 
em. 
7. The new laws rely primarily upon contempt proceedings and 
penalties therefor in the matter of enforcing their prohibi- 


The sufficiency of such arrangements must, I think, depend 


cely upon one’s personal estimate. Sherman act experience in 
ites that the courts have been inclined in imposing sentence to 
a very tolerant view of violations of that measure. If the 


ime attitude is taken in imposing sentences for contempts of court 


n cases arising under the new laws, it may certainly be doubted 
f these arrangements are adequate. 

8. The elimination of criminal penalties from several sections 
ff the Clayton act and the lack of any such provisions as punish 
ment for unfair methods of competition clearly point to civil 
rather than criminal procedure as the remedy to be invoked in cases 
of violations of the principal prohibitions of the new legislation. 
This again, coupled with the fact that the new laws provide for 
. Trade Commission with jurisdiction over their important prohi 
hitions, points to a policy of administrative regulation of th 
trusts. This, I believe, is still true in spite of the concurrent juris 
diction provided for in Section 15 of the Clayton act. This section 
might readily be construed as merely indicating a reluctance 
to accept fully the principle of administrative regulation. Ulti 


"Subject to the exceptions stated under 6 below. 
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REVIEWS AND NEW BOOKS 
General Works, Theory and Its History 


Die Lohntheorien von Ad. Smith, Ricardo, J. St. Mill und Marz. 
By Ferpinanp von Staats- und 
sozialwissenschaftliche Forschungen, 173. (Leipzig: Dune 
ker and Humblot. 1914. Pp. viii, 106. 3 M.) 

The interpretation and criticism accompanying this exposition 
of well-known theories offers nothing that is original, but the study 


be of some value to foreign students, unfamiliar with the 


writings of the early English economists. For such readers, it 

iy not be superfluous to stress the fact that Smith, Ricardo, and 
Mill were well aware that man is animated by other motives than 
self-interest and sexual desire. To be sure, the writer thinks that 
in so far as Adam Smith wanted to present a picture of real life, 
he is subject to criticism for an overemphasis of the economic 
motive. But such a criticism does not lie against Ricardo and 
Mill, who were consciously abstract. The latter, however, have 
not deduced from a postulated self-interest, all possible conse 
quences of economic action. Practically speaking, they have mad 
nly such deductions as depend upon the assumption of compe 
tition. 

It is, perhaps, worth noting that Ricardo’s theory of wages is 
presented as a cost-of-production theory—only incidentally, at 
most, as a wage-fund theory. The discussion of the wage-fund 
theory as expounded by Mill is quite elementary, but it is fol 
lowed by a more searching analysis of the Marxian doctrine. 
The writer strongly emphasizes the essential difference between 
he position of Marx and that of the supporters of the wage-fund 
theory. When Marx explains how overproduction of capital is 
iccompanied by a more or less great overpopulation, he demon 
strates clearly in what opposition he stands to the wage-fund 
theorists. 


Throughout the study an attempt has been made to interpret 
quite dispassionately the various theories discussed, and to recon 


cile ambiguities and contradictions, whenever possible, instead of 
exaggerating them. The result is a painstaking though not very 
suggestive piece of work. 

Anna YOUNGMAN. 


Wellesley College. 
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Economic History and Geography 


Colonial Trade of Maryland 1689-1715. By Manrcarer Suovi 
Morriss. Johns Hopkins University Studies in Historical 
and Political Science, Series XXXII, No. 3. (Baltimor 
The Johns Hopkins Press. 1914. Pp. viii, 157. $1.00.) 

The author confines her description of Maryland’s trade to th 
twenty-five years of royal control in the colony. ‘The attempt 
has been made to indicate its value to Great Britain: (1) as a 
source for the supply of raw material, that is, tobacco, which had 
to be shipped directly to England; (2) as a market for British 
manufactures and foreign goods through Great Britain as an 
entrep6t; (3) as the terminus of a line of trade which employs 
a large number of English ships and sailors.” The study is 
based upon a careful use of the Archives of Maryland and th 
Colonial Office Papers in the Public Record Office. Of especial 
value are the summaries of the Naval Office Lists of shipping 
into and out of Maryland. The conclusion (pp. 114-115) that 
there was considerable ship-building in Maryland at the end of 
the seventeenth century is a contribution to our knowledge of 
the period. In other respects Miss Morriss supplies much statis 
tical matter to clucidate and confirm our understanding of th 
commercial life of a plantation colony. 

Maryland’s staple, tobacco, was annually exported to En; 
to the amount of about 25,000 hogsheads. An average of 
hogsheads was shipped to other colonies. Methods of marketing 
prices, the fleet system, intercolonial trade, and revenues from 
tobacco are satisfactorily treated. Colonial currency and bills 
of exchange are but briefly considered owing to scarcity of 
material. The production of naval stores in Maryland was more 
or less of a failure owing to the predominance of tobacco culture. 
But pipe and barrel staves were exported to some extent after 
1700. Efforts to induce the colonists to export furs, fish, and 
food-stuffs failed, and by 1700 the government did everything 
in its power to encourage the growth of tobacco. 

Imports of manufactures into Maryland amounted to less than 
exports. The varieties of goods imported are described from 
the Customs House Accounts, Ledgers of Imports and Exports, 
and reveal an interesting side-light on social life. The colonists 
would not manufacture unless driven to it by necessity; they 


made some homespun cloth and there were coopers and carpenters 


but scarcely any other mechanics. The number of white servants 
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regards most of the discussion that has been carried on concern- 
ing the origin of urban tenure as “profitless ploughing of desert 
sands.” “With such discussion this essay will have nothing to 
do except in the conclusion,” and there but very briefly. “The 
im will be a specific description of urban tenure in mediaeval 
England, avoiding speculation as to its origin, and dealing only 
with the facts as they are found.” With this aim Dr. Hemmeon 
has sought out, among printed materials, various sorts of sources, 
but chiefly borough charters and customals and records pertinent 
to transfer or descent of realty; he has read and sifted these 
sources with acumen; arranged the data in a formal, topical 
fashion; made advantageous comparisons with the continent; and 
drawn conclusions which for the most part seem safely backed. 
In successive chapters are treated: the incidents of burgage ten 
ure, In comparison with prevailing feudal tenure; purely economic 
phases of the tenure, such as the amounts and incidence of the 
original or quit-rents paid by each messuage or burgage to the 
lord of the borough, and rents and prices of realty in the boroughs ; 
the burgess’s power to divide, sell, or devise his tenement; the 
firma burgi, the witness of Domesday on the age and source of the 
tenure, weaknesses Dr. Hemmeon charges—in a manner none too 
generous, be it said—in Miss Bateson’s idea as to the role in 
England of the laws of Breteuil, and the resemblances and dif 
ferences between burgage in England and urban tenure in Nor- 
mandy, the Low Countries, and Germany; and in an appendix 
is a fuller treatment on Germany. One position taken is “that 
the development of feudalism in England was antedated by a 
system of land-holding in the boroughs which later was called 
the burgage tenure” (p. 9 and conclusion), and that burgage 
tenure, developing thus independently, should not be regarded as 
a sort of socage—as has been the custom—but as a distinct kind 
of tenure. The point set out with most emphasis is the mobility 
of realty held by burgage. There were indeed restrictions in the 
boroughs, to a greater degree than has been thought; yet in com- 
parison with the land law of the country, freedom of sale and of 
devise “was, perhaps, the most important feature of the tenure” 
(p. 10). ‘Fluid as realty in the German cities might be, England 
was eminently the land of free sale, and preéminently the land of 
free devise” (p. 208). On these as on other points much of the 
substance of the book is reflected conveniently in a definition of 
burgage (given, curiously, near the outset, p. 5): “Burgage ten 


) 
Roll 
nr 
yi n 
+ 
} 
+] f 
1 
wi 


lliar to 
DY 
4 


upon ti 
De debated 
ge, and 


lally assent. 


W. Dow. 


finan 
the feudal 
igations 


people 
riginal re 


De rsonal 
scut 


Was 


luty of knight 


from 20 
not so much 
time, but in 
ts becoming 
the devices 


some 


60 
Marc 
| 
elnage, 
fice) f 
Bu ill th 
By Sypn1 
res 
I iware 
juer, for 
yranaa 
= rreater 
scutage, 
VY, 
i 


1915 | Economic History and Geography 61 


times exacting it for the fiefs of rear-vassals, sometimes demand 
ing it for a fictitious campaign, so that it became a central point 
of contention between king and barons, until it gave rise to th 
constitutional principle stated in Magna Carta, that no scutag 
or aid should be imposed without the consent of the Great Council. 
A careful study of the subsequent levies shows that the scutagy 
never became a tax or the basis of a tax, but retained its original 
character as a commutation of military service, until with th 
gradual failure of the feudal service it disappeared entirely. 

Not to speak of other feudal exactions which are treated less 
exhaustively, the prototype of modern taxes is found in the aids 


| 


vied upon personal property, the subsidies as they were aft 


wards called. These were probably first suggested by the tith 


in the church, and consisted of either a tenth, a fifteenth, a twen 
tieth, or other fraction of the personal property of the king’s sub 
jects. Sometimes the tax pertained to the clergy alone, sometimes 
to the laity; at other times it was exacted of all. It exceeded the 


scutage and all other dues in amount, since a 


single incidence ol 


thirtieth gathered as much as £60,000. Because the subsidy was 
based on no original right of the king, it was always a “gracious 
aid,” that is a voluntary contribution made by the clergy and 
barons, sometimes also by knights and commons, for the king’s 
needs on a single occasion. As the barons learned firmness and 
solidarity—we should hardly say “corporate unity”—in treating 
with the king, the bearing of these taxes on the integration of Par 
liament is manifest. There is also given a view of the Exchequ 
which at every levy undertook by means of juries an assessment of 
all personal property. It lies beyond the scope of the present work 
to show that, in order to avoid repeated assessments, in the next 
century the subsidy was made a settled sum for each shire. The 
reader will find further information on such subjects as the army, 
the estates of the barons, the value of money, and the material 
wealth of the nation. 

The criticisms to which the work is exposed lie mainly on its 
literary side. The chronological arrangement, treating the various 
taxes of each year, gives rise to repetition as well as breaches of 
continuity. Too little concession, I think, is made even to the 
learned reader in the use of technical and obscure terms, which 
are introduced without hint or explanation of their meaning, e.g., 
compotus, jurati ad arma, feoda, honor in hand, gracious aid, 


lump sum, etc. Occasionally archaic forms of proper names are 
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haracterized by a centralized system and a money economy, the 
idal state by decentralization and landed estates. Just as the 
idal state disintegrated through the emancipation of the peas 
try, so the constitutional state, founded on capitalistic ex 
jitation, will disappear when the “political means” shall have 
en supplanted by a “freeman’s citizenship.” In the new stat 
ealth, which means dominion over men, will give place to well- 
ng, which means control over consumption goods. 
Like the author’s other books, and especially Die soziale Frag 
d der Sozialismus, the scope of this work is an illustration of 
desirability of retaining that sense of the unity of the social 
iences Which is in danger of being lost in the present tendency 
ward narrow specialization. It has an equal interest for th 
iologist, the economist, and the political scientist. Without 


being convincing, it throws illuminating light on certain 


iIWayVs 
tal questions in each of these fields. 
Uxysses G. WeaTHERLY. 
Indiana University. 
he Economic Organisation of England, An Outline History. By 
James (London: Longmans, Green and 
Company. 1914. Pp. viii, 213. $.90.) 
lhose who are interested in economic history may count it a 
ppy chance that called Professor Ashley to Hamburg in 1912, 
course of lectures in the Colonial Institute. The eight lec 
res, now printed in this book, provide a brief survey of economi: 
tory which is by fer the best of those known to the reviewer 
English or in other language. 
Starting with the manor of the thirteenth century the book 
vers successively the gilds, the break-up of the manor, the rise 
f foreign trade and capitalism, domestic industry and Tudor 
licy, recent agricultural changes, the industrial revolution and 
reedom of contract, and, finally, the period of joint stock and the 
volution of capitalism. The book closes with an appendix con 
taining suggestions for further reading. It is really astonishing 
it in less than 200 pages the author has succeeded in sketching 
is clearly as he has done so many important features of economic 
levelopment; and the reader is reminded again of the truth of 
E. A. Freeman’s dictum that the way to write a good small book 
on any subject is to write first a large one. 
Professor Ashley’s keen interest in the present organization 
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ment is nowhere directly made) the personal observations of the 


author in the field. This material is carefully digested and is 


pre sented to the reader in usable and interesting form. The 


theoretical part makes no claim to presenting anything novel. UU 
is based mainly on such recognized works as Weber’s Ueber den 
Standort der Industrien, but the elucidation of the theory by 
ipplication to and illustration from Alaskan development -shows 
. wide knowledge of the source materials. 

The author’s conclusions as to the future of Alaska and the 
proper means for its development may be summarized as follows: 

The resources are very great. A huge development of mineral 
and fish export trade, far beyond its present dimensions, is not 
only possible but probable. ‘The forest resources are fully suffi 
cient at least to supply the home markets and possibly to furnish 
in excess for export; and even the pastoral and agricultural in 
dustries are capable of supplying Alaskan domestic demand. But 
the development of these resources has been hindered by grave 
faults in the policy of the American government. The “coloniza 
tion” of Alaska has been permitted to develop as what the author 
calls Geld- oder Kapitalverwertungskolonisation or Trustkolonisa- 
tion; and, although frankly recognizing the value and the inevitabl 
ness of certain features of development of this sort, he clearly sees, 
and supports his contentions by abundant evidence, the economi 
cally harmful effects of unhampered operation of the concentrative 
forces. His practical suggestions are that the government must 
seek to strengthen the position of independent individuals and asso 
ciations of individuals and at the same time, without attempting 
to destroy the monopolistic groups, exercise such supervision of 
their activities as to limit their control over “outsiders.” 

The most crying problem of Alaska is that of land transporta 
tion. The author, after careful analysis of the various alterna 
tives, declares himself in favor of government construction, though 
not necessarily of government operation, of railroads. Next in 
importance is the question of the coal lands, and again, after an 
analysis of the alternative suggestions the author favors govern 
ment ownership with operation under a leasing system. Yet he 
nowhere betrays any marked bias in favor of government control 
as such. Railroads and coal lands demand such a system because 
of their peculiar relations to Alaskan problems. For most other 
industries the natural tendencies toward associational control may 


be allowed to take their course. In navigation, for example, the 
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to the North. Instead, by the general Austrian tariff of 1784, he 
finally incorporated Galicia into the same uniform tariff system 
which was adopted for most of the Austrian state. He turned 
his eye also for the first time to the possibilities of Triest, which 
had so long been neglected by Austrian statesmen owing to their 
obsession for trade with the North, and tried to develop Galician 
trade by way of the Adriatic. At the same time he sought to 
build up industries in Galicia itself by introducing artisans from 
without. But by emancipating the peasantry he further weakened 
the feudal Polish landlords who were already suffering because 
they could no longer export their grain and hides and other pro- 
duce freely down the Vistula. This fostering of industrial and 
commercial, rather than agrarian, interests, and this unifying, 
centralizing economic policy in the place of local feudal interests, 
Grossmann, like Schmoller, believes to have been in accordance 
with inevitable historical evolution, and therefore wise and justifi- 
able on Joseph’s part. At any rate, the population of Galicia 
increased enormonsly during the reform measures from 2,580,000 
in 1776 to 3,888,000 in 1790. 

Though he has overstated his case at points, the author, by his 
detailed analysis of this section of Austrian commercial policy, 
has made a valuable contribution to the general subject of 
mereantilism. His full bibliography (pp. 498-510) contains con 
venient references to valuable works in Polish as well as in German 
which deal with Austrian trade in the second half of the eighteenth 
century. 

Sipney B. Fay. 

Smith College. 


NEW BOOKS 


Apams, F. U. Conquest of the tropics. (New York: Doubleday, 
Page & Co. 1914. Pp. xiii, 308. $2.) 

The purpose of this non-scientific book is to portray alluringly 
the achievements of the United Fruit Company and to refute charges 
of monopoly. 

Bacut, R. L’Jtalia economica nell’ anno 1918. (Castello: S. Labi. 
1914.) 


Banca CoMMERCIALE ITALIANA. Cenni statistici sul movimento eco 
nomico dell’ Italia. (Mailand: Capriolo & Massimino. 1914. 
Pp. 310.) 


Benton, J. H. John Baskerville, type-founder and printer, 1706- 
1775. (Boston: D. B. Updike. 1914. Pp. 78.) 
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Gretton, R. H. Commercial politics, 1837-1856. (London: Bell. 
1914. Pp. 128. 1s.) 


Ivercens, A. Zur Schleswig-Holsteinischen Handelsgeschichte des 
Gj. und 17. Jahrhunderts. (Berlin: Curtius. 1914. Pp. xvi, 316. 


9 M.) 


Morse, E. L., editor. Samuel F. B. Morse. His letters and journals. 
Two volumes. (Boston: Houghton Mifflin Co. 1914. Pp. xxi, 
140; xi, 548. $7.50.) 


RasniK, B. Die wirtschaftspolitischen Beziehungen zwischen Oester 
reich und Ungarn und die internationalen Interessen. (Munich: 
Duncker & Humblot. 1914. Pp. iii, 88. 2.50 M.) 


RusmiseL, L. C. Industrial-commercial geography of the United 
States. (New York: A. N. Palmer Co. 1914. Pp. 294. $1.25.) 
The author, who is the principal of the High School of Commerce 

it Omaha, states that this book was written “to fill a demand from 
eachers all over the country for concise, condensed information, 
not found in the ordinary textbook, which may be used in the school- 
room and illustrated by the use of process exhibits.” It is his 
opinion that a study of a country’s great industries is the surest 
method of obtaining a practical knowledge of the country. Thirty- 
one chapters cover nearly as many industries. In addition, there 
ire chapters on the evolution of the railway and the steamboat; the 
commerce of our inland seas; the Erie, “Soo,” Suez, and Panama 
canals; irrigation, and conservation. The treatment is necessarily 
more brief and superficial than one might wish to find in a_ book 
of this sort. 


Simenon, G. L’organisation économique de l’Abbaye de Saint-Trond 
depuis la fin du XIII" siécle jusqu’au commencement du XIVII* 
siécle. (Brussels: Hayez. 1913. Pp. 632.) 

Stokar, J. Geschichte der oesterreichischen Industrie und ihrer 


Férderung und Kaiser Franz I. (Vienna: Tempsky. 1914. Pp. 
xiv, 674. 25 M.) 


Smit, H. J. De opkomst van den handel van Amsterdam. Onder 
oekingen naar de economische ontwikkeling der stad tot 1441. 
(Amsterdam: A. H. Kruyt. 1914. Pp. 318. 3.50 fl.) 


SorHn. Geschichte des wirtschaftlichen Lebens der Abtei Eberbach 
im Rheingau, vornehmlich im 15. und 16. Jahrhundert. (Wies- 
baden: Bergmann. 1914.) 


Terry, T. P. Terry’s Japanese empire, including Korea and For- 
mosa, with chapters on Manchuria, the Trans-Siberian railway and 
the chief ocean routes, etc. (London: Constable. 1914. Pp. xxxii, 
799. 21s.) 


Tuttocn, D. Worcester, city of prosperity. (Worcester: Common 
wealth Press. 1914. Pp. 324.) 
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JowanowitscH, M. Die serbische Landwirtschaft. (Munich: Rein- 
hardt. 1914. Pp. 98. 2.50 M.) 


Masson, R. R. Mines in Africa. (London: The Statist. 1914.) 


Meapows, W. R. Economic conditions in the Sea Island cotton in 
dustry. Department bulletin 146. (Washington: Dept. Agr. 
1914.) 


PerersEN, M. The fur traders and fur bearing animals. (Buffalo, 
N. Y.: The Hammond Press. 1914. Pp. 372, illus. $3.50.) 


ProtuEero, R. E. English farming past and present. (London: 
Longmans. 1912. Pp. xiii, 504. $4.) 

Those of us who have again and again tried to procure copies of 
Prothero’s Pioneers and Progress only to be told that the book was 
out of print and unobtainable, gratefully welcomed the publication 
of the more imposing English Farming, Past and Present. This 
later volume is essentially an expansion of the previous work. In 
100 pages are described the manorial system of agriculture and the 
sheep grazing and open field farming of the days before James I. 
The progress of agriculture and the agricultural pioneers, Tull, 
Townshend, Bakewell, Young, and others from 1603 to the Na 
poleonic wars, cover an equal number. About 199 pages are devoted 
to the very important transition period, ending politically in 1815. 
Approximately one fourth of the book is given over to the tremen 
dous changes and improvements of the century ending 1912. Only a 
short chapter is devoted to the period of 38 years from 1874 to 1912. 

The survey is comprehensive and well written and the most 
satisfactory summary of the development of English agriculture. 
Nevertheless, one feels that the virility and cogency of the earlier 
volume is lacking; that, after all, the meat of the cocoanut is in 
Pioneers and Progress written twenty-five years ago. The author 
himself feels that the continuity of the work has suffered because of 
his absorption in other affairs, and the reader is conscious of the 
author’s detachment from the realities of modern agriculture and 
the almost revolutionary changes in farm practice and agricultural 
organization that have been taking place during the last quarter of 
a century. 

The comparatively small space allotted to recent agrarian 
changes, especially the organization of agriculture and the socializa- 
tion of farming, is somewhat disappointing to students of rural 
problems. Notwithstanding the recent accumulations of first-hand 
material on farm and labor and its problems, agrarian legislation, in 
tensive farming, market gardening, marketing associations, and the 
like, the author dismisses them with a few general paragraphs. 
Opinions are usually well supported by evidence and the material 
is well arranged, but the unusually long paragraphs and the com- 
paratively small type detract somewhat from the pleasure of read- 


ing the book. A. E. Cance. 
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in British Columbia and the tardier evolution of order and law in 
the American territories are traced in the final chapters. 

The monograph is based in part upon manuscript sources and 
upon interviews with pioneers, and has doubtless preserved much 
information that might otherwise have been lost. It is an interest 
ing as well as careful piece of work, and contains not a little ma- 
terial that is of value to the economist as well as to the historian. 

E. L. Bogart. 


VerMANT, R. and pe Zutrere, C. Enquéte sur la péche maritime en 
Belgique. (Brussells: Lebégue & Cie. 1914. Pp. 596. 4.50 fr.) 


Vutte, H. T. and Vanpersitt, S. B. Food industries; an elementary 
text-book on the production and manufacture of staple foods. 
(Easton, Pa.: Chemical Pub. Co. 1914. Pp. viii, 309, illus.) 

Waven, F. A. Rural improvement. (London: Kegan Paul. 1914. 
6s. ) 

Weep, C. M. Crop production; an agricultural tert for schools. (New 
York: Heath. 1914. Pp. 246. 75e. ) 
jtton facts. 1914 edition. (New York: Shepperson Pub. Co. 
1914. $1.) 

Fourth annual report of the Director of the Bureau of Mines to the 
Secretary of the Interior for the fiscal year ended June 30, 1914. 
(Washington: Dept. of the Interior. 1914. Pp. 101.) 

The production of coal and coke in Canada during the calendar year 
1918. (Ottawa: Dept. of Mines. 1914. Pp. 40.) 

Report of the departmental committee on agricultural credit in Ire- 


land. Cd. 7375. (London: Wyman. 1914. 4s. 8d.) 


Report of the Welsh Land Enquiry Committee. (London: Wyman. 
1914, Is. ) 


Manufacturing Industries 


The Tinplate Industry. A Study in Economic Organisation. By 
J. H. Jones. (London: P. S. King and Son. 1914. Pp. 

xx, 280. ‘7s. 6d.) 
In this monograph a welcome addition is made to the rather 
meager literature on the economic aspects of specific industries. 


There are chapters dealing with the technique of production, the 
history of the industry, and the effects of American tariffs upon 
the American and the Welsh tinplate manufactures, but the writer 
concerns himself mainly with the problems of industrial organiza- 
tion and with the manner in which the industry has been carried 
on in South Wales. 

Starting with the causes which brought about the localization 
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Concerning the effects of the duty on tin upon the export 
trade of the United States, the writer says on page 79 that this 
duty placed Russia and Burmah in a better position to compete 
for the petroleum markets in the East; on the following page he 
contradicts himself by stating that large firms in the United 
States, such as the Standard Oil Co., probably benefited from the 
duty; “since they enjoyed the rebate on re-exported plates they 
were as well off as they had ever been.” 

Mr. Jones, in his statistical data, refers to individual years. This 
relieved him from the necessity of calculating averages for three. 
five, or ten-year periods ; but it is doubtful whether such a method 
of handling statistics is conducive to an accurate knowledge of 
tendencies in the development of an industry. 

Simon LirMan. 

University of Illinois. 


NEW BOOKS 
GreinEDER, F. Die Wirtschaft der deutschen Gaswerke. (Munich: 
R. Oldenburg. 1914. Pp. 61. 3M.) 


Moore, A. S. Linen; from the raw material to the finished product. 
(New York: Pitman. 1914. Pp. 132. 75c.) 


The transactions of the annual meeting of the National Association 
of Cotton Manufacturers held at Boston, Mass., April 29 and 30, 
191 fh. ( Boston: The Assoc. 1914, Pp. 20. $5.) 


Transportation and Communication 
The Express Service and Rates. By W. H. Cuanpier. (Chi 
cago: LaSalle Extension University. 1914. Pp. v, 340.) 

This is a book of practical information on the service offered 
by express companies. Although prepared, in one view, for use 
as a text in courses on transportation, it will prove of great value 
to all regular users of the express service, and, for that matter, to 
express agents who wish a comprehensive knowledge of the express 
transportation service as now organized and of the way to use 
or render this service most intelligently. 

The author is now assistant manager of the Traffic Bureau of 
the Merchants’ Association in New York. Formerly he served in 
a similar capacity with the Boston Chamber of Commerce. Dur- 
ing the recent investigation by the Interstate Commerce Commis- 


sion into express rates and practices, he had an active part in 
preparing the case for the shippers. His experience has thus 
given him opportunity to study those things about express trans- 
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The matter in the book is so largely descriptive and explanatory 
that it invites little discussion. However, the author’s treatment 


of some points that have been much in controversy plainly dis 


closes the convictions: that one would tend to acquire from such 
continued activity as the author’s in behalf of shippers. This, 
of course, is no cause for deprecation. But it is well for those 
who use the volume for its information to be aware of the author’s 
point of view on these disputed subjects. 
Artuur FIevp. 
Washington, D. C. 


NEW BOOKS 

Basson, R. W. The future of the railroads; historic and economi 
facts for railroad men, shippers, and investors. (Boston: Bab 
son's Statistical Organization. 1914. Pp. 129. $1.) 

Hooker, G. E. Through routes for Chicago’s steam railroads. The 
best means for attaining popular and comfortable travel for Chicago 
and suburbs. (Chicago: City Club of Chicago. 1914. Pp. 89, illus.) 

MonKkswe.i, R. A. French railways. (New York: Dutton. 1914. 
$1.25.) 

RoseNTHAL, C. A. Die Giitertarifpolitik der Eisenbahnen im 
Deutschen Reiche und in der Schweiz. (Jena: Fischer. 1914. 
Pp. xv, 346. 9M.) 

Topp, J. T. Tracing of freight; a compilation of data and comments 
thereon. (Springfield, Ill.: Registered Tracer System. 1914. Pp. 
106. ) 

A. C. A, docket no. 20. A cumulative synopsis of topics, subjects, 
and authoritative citations of a library of interstate commerce, 
railway traffic and traffic management work. (Chicago: American 
Commerce Assoc. 1914. Pp. xviii, 220.) 

Central electric light and power stations and street and electric rail 
ways, 1912. Bulletin 124. (Washington: Bureau of the Census 
1914. Pp. 113.) 

Telephones and Telegraphs, 1912. Bulletin 123. (Washington: 
Bureau of the Census. 1914. Pp. 26.) 


Trade, Commerce, and Commercial Crises 
Ocean Traffic and Trade. By B. Ouxnety Hoven. (Chicago: La 
Salle Extension University. 1914. Pp. vi, 432.) 
The dominant point of view in this book is that of a prospective 
exporter. The most valuable chapters are those in which actual 
methods of carrying on foreign trade are explained. There is 
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stantly changing. Consequently an exporter, in quoting a price 
to a foreign customer, must guess as to what the freight charges 
will be. The smaller and less continuous his export business, 
the greater is his uncertainty. Much more has been done in 
Germany toward standardizing rates than in this country. For 
most exporters such standardization is of greater importance 
than the actual amounts of the rates themselves. Shipping terms, 
ilso, are far from being standardized. “F. O. B. New York,” 
for example, may or may not include payment for transfer from 
railroad car to ship. Misunderstandings arising from such con 
fusion often cause embarassment and loss to exporters or their 
customers and thus check future business. 

With reference to the handling of shipments, Mr. Hough ex 
plains the points to be cared for in packing and in obtaining 
bills of lading, shipping permits, consular invoices, and marine 
insurance policies. ‘The requirements vary between countries and 
must in every case be exactly observed, in order to protect the 
goods, and to safeguard the shipper, the consignee, and the banks 
which have advanced money upon the security of the documents. 

In the final section, on developing foreign business, the author 
has failed to recognize what seems to me to be the chief lesson of his 
book—that, under present conditions, we cannot expect our ex- 
port trade in manufactured goods to increase rapidly except 


through export merchants. The complications in choosing routes, 


ascertaining rates, giving shipping instructions, preparing ship 
ping documents, handling advertising and _ correspondence, 


securing salesmen, establishing connections, and granting credit, 
show that it is idle to advise manufacturers with medium-sized 
businesses to attempt to carry on their own export trade. In 
England, Germany, and France, contrary to Mr. Hough’s im 
plication, it is the export merchants who study foreign markets, 
develop trade and grant credit. The dearth of such merchants 
in this country has seemed to me to be one of the chief obstacles 
to a growth of our export trade in manufactures, and this con- 
viction is strengthened by Mr. Hough’s book. 
Metvin T. Copevanp. 
Harvard University. 
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Akers, C, E. The rubber industry in Brazil and the Orient. 
(London: Methuen. 1914. Pp. 336, illus. 6s.) 
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detail and such subjects as leaks and losses in retail stores, window 
displays, the relation of the salesman to his employer and the 
public, efficiency and store organizations, store policy, standards 
of efficiency, cost of selling, buying, advertising, credits and 
collections, relation of the store to its salespeople and the public, 
ire intelligently treated. In the arrangement of his material 
the author has not been so happy. If he had begun with the 
store organization, the relation of the salesman to the whole would 
have been more apparent and the necessity of repetition in later 
chapters would have been avoided. The space so obtained might 
well have been occupied with a larger number of charts, than 
which nothing enables the student of business so readily to 
ts complete details. 


grasp 

It seems strange, too, that one whose vision of so much of the 
power in salesmanship is so clear should not be able to see the 
iivantages which lie in this new method, of finding the need of 
the customer and being sure it is satisfied, over the old one of 
over-urging. He is weak, also, in his analysis of the sale. He 
does not seem to realize that by watching the merchandise which 
the customer seems to like—by eliminating the undesirable by 
not showing too much—the want of the customer is more surely 
satisfied and less responsibility is assumed by the salesman. In 
so far as he emphasizes the paternalistic responsibility of the 
employer in requiring him to furnish lunches, rest room, etc. for 


} 


his employees he is not in the vanguard of the thought of the day. 


He ignores the fact that they may get those things for them 


l 
when he calls upon the employer to give attention to such ques 


selves. However. he emphasizes very important considerations 
ions as the living wage; the need for employees to understand 
their work; and the desirability of understudies in all positions 
in business, in order to make promotions possible. 


A. Lixcoun FILene. 


The Export of Capital. By C. K. Honsonx. Studies in Economic 
and Political Science, No. 38. London School of Economics. 
(London: Constable and Company, Ltd. 1914. Pp. xxv, 
264. Ts. Gd.) 

Mr. Hobson’s investigation begins with an analysis of th: 
methods of making foreign investments. Since capital is con 
ceived to be “a stock of commodities employed to assist the pro 
duction of further commodities” (p. xi), the process of investing 
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States, began gradually to offer a part of their savings in the 
international market. Nevertheless, British exports of capital 
continued to grow rapidly, though unsteadily; and at present 
they probably equal or exceed the combined foreign loans of 
France, Germany, the Netherlands, and Belgium (p. 161). More 
over, there is every reason to expect that the rapid increase of 
British foreign investments will continue in the future. The 
most notable influence of foreign competition is that British 
investors have pushed further afield, acting as pioneers in open- 
ing new countries, and leaving to their continental rivals an 
increasing share of the more conservative securities. 


Mr. Hobson’s chief contribution, however, is his effort to meas- 
ire the annual export of capital from Great Britain since 1870. 
Starting with the Board of Trade’s statistics of imports and ex 
ports he takes into account freights, commissions, insurance, ships 
sold, interest received, etc. The final results (p. 204) show wide 
fluctuations, dominated by the phases of successive business cycles, 


ind by the borrowings of the British government. The follow- 
ing extract from the table shows the net exports (+-) or imports 
(—) of capital in millions of pounds in the years of successive 
maxima and minima. 


1870 1896 

IS72 § 1898 17.2 
1877 1900 $1.2 
1902 Lj. 11g 
1883 1907 140.2 
1890 $2.6 1909 110.1 


1894 a 1911 | 192.2 


Large as these sums are, they appear to be exceeded about 
fivefold by the British investments of capital within the United 
Kingdom. Moreover, the home investments seem to be increasing 
faster absolutely than the foreign investments, though not so 
fast relatively (p. 207). 

The book as a whole takes high rank among doctoral disserta 
tions in economics. It shows capacity to do analytic, historical, 
and statistical work, and in the latter branch at least it really 
breaks new ground. 

Wester C. Mircuent. 

Columbia University. 
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the buyer is of extreme importance while the good-will of a steel 
ompany might readily pass from one group of owners to another 
roup without any material effect upon its value. 


Up to this point, Mr. Leake has succeeded in clarifying the 


itmosphere and clearly stating the principles underlying the valua 


m of good-will; and in so doing he has performed a useful service 
» economists, accountants, and business men alike. “There will 
ways be ample room for differences of opinion, however, in ce 
rmining the period during which profits may be expected to 
ntinue at a given level; thus the purchase and sale of good-will 
probably always be dealt with on a more or less rough 
nd ready basis of value rather than upon anything approaching 
truly scientific one. 

\ further point of controversy certain to arise in attempting 
to apply the principles of valuation laid down by Mr. Leake is 
the determination of a normal rate of interest on the capital in 
vested. There may be such a thing as a normal rate of interest 

it certainly it does not lend itself to ready identification 

Mr. Leake’s definition of good-will will serve to stimulate thought 
even though it probably will not gain general acceptance at once. 
His effort to reduce to a formula the method of computing the 
value of good-will is not likely to prove very helpful in practical 
iffairs because of the uncertain factors involved. However, the 
whole subject is worthy of more general study and Mr. Leake’s 
brief paper provides at least a good starting point for further 
onsideration. 

J. E. STerRert. 
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on business efficiency. Others are entitled: “Incorporation of trade 


unions,’ “How Boston solved the gas problem,” and “Savings bank 
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in appropriate specimen of congressional discussion. It would 


ippear that Senator Teller’s chief contribution was the following, 


for “Senator Teller closed the debates for the day, giving a 
statement of the wrongs of the trusts” (p. 24). Said Senator 
Teller: 

There is not a civilized country anywhere in the world that is not 

more or less cursed with trusts. A trust may not always be an evil. 
\ trust for certain purposes, which may simply mean a combination of 
capital, may be a valuable thing to the community and to the country. 
[here have been trusts in this country that have not been injurious. 
But the general complaint against trusts is that they prevent 
competition. 
Somehow Senator Teller’s summary lacks punch. But enough 
of this, since the reviewer is uncertain whether his grievance runs 
wholly against the statesmen of the nineties or partly against 
Dr. Knauth. 

Arguments regarding the constitutionality and the probabl 
construction of the proposed statute are given brief mention by 
Dr. Knauth, but an air of triviality and inconsequence floats over 
the whole history, and the reviewer’s criticism is frankly this, that 
the reader of this monograph, who is interested in the history 
of the federal anti-trust policy, is likely to conclude that his 
obligation to make an independent study of the record is unrelieved 
by the labors of Dr. Knauth. 

The last two chapters, the most important of the book, review 
the decisions of the Supreme Court and give a concluding “analysis 
of government policies.” Much of the subject-matter here is of 
a difficult and advanced legal nature, and the reviewer can only 
say, speaking for himself, that the monograph in hand falls far 
short of inspiring confidence. In the end, Dr. Knauth states: 


It is concluded, therefore, that the government shows no evidence of 
ever having undertaken seriously a study of the trust problem, such 
as would be necessary for the formation of a definite and enlightened 
policy. Broadly speaking, Congress has accomplished nothing of not 
since the passage of the act of 1890; the Executive has been largely 
impotent; and the Supreme Court, while displaying a growing, and 
finally well nigh complete, grasp of the economic problems involved, 
has. beeause of limitations inherent in its nature and functions. been 
unable to cope in a constructive way with the vast problem which 
confronts the country. 

A. C. WHITAKER. 

Leland Stanford Jr. University. 
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Federal trade commission law. (Washington: Lowdermilk. 1914. 
Pp. 42. 50c. ) 

State regulation of public utilities. (Philadelphia: Am. Acad. Pol. 
& Soc. Sci. 1914. Pp. 300. $1.) 


Labor and Labor Organizations 


The Occupationai Diseases. Their Causation, Symptoms, Treat 
ment, and Prevention. By W. Tuompson. (New 
York: D. Appleton and Company. 1914. Pp. xxvi, 724, 
illus. $6.00.) 

Increasing demand for information upon industrial hygiene and 
occupational diseases in America has resulted in the appearance 
of this work. It is written by a prominent medica] authority 
and is the first comprehensive book upon the subject to be pub 
lished in this country. 

It is of textbook type, with 118 excellent illustrations. There 
are 160 pages devoted to a general discussion of pathology, 
etiology, prophylaxis, and treatment, after which the author clas 
sifies the various diseases due to irritant substances according 
to his well-known scheme under such headings as (1) metals, 
(2) gases, (3) fluids, (4) dusts, (5) germs, and (6) miscellane- 
ous. There is next discussed diseases due to harmful environment, 
as subjection to compressed air, temperature extremes, and light 
modifications. About 100 pages are devoted to occupational 
diseases as they affect the various organs, special senses and 


parts, with a page or two upon alcoholism, syphilis, foods, drugs, 
and tobacco. About 50 pages are devoted to special industries 
and processes in relation to occupational diseases. The book ends 
with four appendixes, the first of which is a modification of 
Sommerfeld and Fischer’s “List of Industrial Poisons,” in abbrevi 
ated form, with certain additions. 


The book is rich in references to the literature which is ac 
cumulating upon the subject, both American and foreign, and 
contains abstracts. The author cites many incidents in his own 
experiences, particularly in connection with his hospital and 
dispensary practice in New York City. 

An idea of the vastness of this subject can be obtained from 
the fact that as extensive as this book is there are a great many 
industries and important trade processes which are not touched 
upon. Others are mentioned only in a partial way: for in 
stance, such trades as those of polishers, buffers, grinders, car- 


penters, wood-workers, etc.; important trade processes, such as 
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is revealed by this study of industrial home work in Massachusetts 
To make the investigation possible, the Women’s Educational 
and Industrial Union of Boston loaned three of its research fellows 
(Mrs. Margaret Hutton Abels, Miss Margaret S. Dismorr, an 
Miss Caroline E. Wilson) for a period of nine months to work 
without cost to the state, under the authority of the Bureau of 
Statistics of Massachusetts. The inquiry was planned and di 
rected by Dr. Amy Hewes, secretary of the Massachusetts Mini 
mum Wage Commission. 

The report consisted of a summary of the findings by Dr. 
Hewes and detailed accounts by the field agents of the conditions 
found in each industry. A preliminary survey showed that hom« 
work was so widely distributed in so many industries that its 
extent could be measured only by a census so complete as to be 
impossible with the resources available. ‘The inquiry, therefore, 
was limited to the groups of industries in which the system ap 
peared to be most general, namely, wearing apparel, inc! 
several distinct trades, jewelry and_ silverware, paper goods, 
sporting goods, celluloid products, and a few miscellaneous occu 
pations. Employers to the number of 831, a large majority of 
all those listed in these industries in the directory of manufactures 
of the Bureau of Statistics, were circularized and most of thos« 
who reported home work were interviewed. A study was also 
made of their pay-rolls for an entire year. A fair proportion 
of the workers, 2409, were investigated at home. Of the 284 
establishments found to be giving out home work, 134 were 
thoroughly studied, and on the basis of the pay-roll statistics 
it was estimated that these 134 shops employed 20,075 hom« 
workers in the course of the year. 

It is the general conclusion of the report that home work in 
Massachusetts appears not to be characterized by such serious 
evils as have accompanied it elsewhere, but this statement is 
coupled with a warning to the state not to be too complacent 
in its attitude toward it. The chief difference between th 


in Massachusetts and elsewhere seems to be that conditions in 


the homes investigated were not such as to menace the public 
health through the possible spread of disease. The economic evils 
are summed up by saying that “home work in Massachusetts is 


an extremely low-paid form of occupation, involving frequent and 


prolonged periods of non-employment, and conspicuous on account 
of the young children of school age who have, hitherto at least, 
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American Federation of Labor, and from 1905 to 1913 was the 
executive secretary of the Women’s Trade Union League of 
New York. The book, however, has gained little if anything 
from this intimacy of contact. On the contrary, the treatment 
is even more general and remote than the ordinary academic 
handling of the same questions. 

The field marked out for survey is a large one and it is not 
surprising to find that the author has not covered it all. The 
“methods and policies” discussed are almost entirely those which 
relate to the form of organization and to the means of enforce- 
ment. In only two of the twenty chapters—those on limitation 
of output and scientific management—are the policies of trade 
unions in regulating industry discussed and there only in the 
briefest and most superficial fashion. The reader will, therefore, 
find no information on such questions as the standard rate, the 
regulation of apprenticeship, or the forms of collective bargaining. 

The first three chapters aim to distinguish in a general way 
the leading principles of the American Federation of Labor, the 
railroad brotherhoods and the Industrial Workers of the World. 
The remaining chapters discuss various means of enforcement, 
such, for example, as the union shop, the union label, sabotage, 
direct action, and legislation, or deal with more general questions, 
e.g., the conflict between labor and the courts, and violence. 

The chapters appear to have been strung together with little 
if any consideration of their relation to each other. The result 


is a collection of disconnected little essays on trade union questions 


rather than a book. Favorable exception should be given to one 
chapter, that on philanthropy and labor unions. The distinction 
there made between the aims of the movement for social reform 
and those of the labor movement is both acute and convincing. 
The book will be convenient for the general reader who desires 
a general view of some of the more important controversies which 
now agitate the trade union world. 


Grorce E. Barnett. 


Railway Conductors. A Study in Organized Labor. By Epwin 
Crype Rossiws. Columbia University Studies in History, 
Economics and Public Law, LXI, 1. (New York: Longmans, 
Green and Company. 1914. Pp. 183. $1.50.) 

The activities of the railway unions have been treated inci- 
dentally in cross-sectional studies of particular problems, but for 
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(Berlin: Leonhard Simion Nf. 1913. Pp. xxiv, 560; viii, 
551; vii, 336. 30M.) 

In these three volumes the author has attempted the monumental! 
sk of writing the history of the trade union movement in all coun 
tries. ‘Three previous volumes had already been devoted to their 
development in Germany. The following countries are here cov 


} 


ed: England, France, Belgium, Holland, Luxemburg, Denmark, 
Sweden, Austria, Hungary, Switzerland, Italy, Spain, Russia, 
Finland, Servia, Bulgaria, Roumania, United States of America, 
Canada, Argentina, Australia, New Zealand, and Japan. As it was 

inifestly impossible for one man to become an authority on 
the subject in all the countries under consideration, the author 
secured the assistance of co-workers in each country. For the 
{ nited States, H. Fehlings r of Munich and Schall ol Stuttgart 
codperated ; the former was also adviser for Canada, Australia, and 
New Zealand. 

The work is an external history of trade unionism; “a collec 
tion of autobiographies of the organizations treated.” No at 
tempt is made to trace the development of thought or to describe 
nternal organization. Since he confines himself to the external his 
tory of labor organizations the author is frequently led to lay 
undue emphasis upon individuals or sporadic movements which 
momentarily attract public attention, such as Debs, the Chicago 
unarchists, etc. He, also, influenced no doubt by German xperi 
ence, attaches undue weight to the socialist movement and to the 
political labor movement, neither of which have had the influence 
upon trade union development in this country which is here 
ittributed to them. 


In his description of the trade union movement in the United 


States, to which we may confine ourselves, Mr. Kuleman devotes 


over one fifth of his hundred to the gee forn 
might have been taken for granted. The economic background, 
so necessary for an understanding of the various movements, is 
practically lacking; the few pages devoted to “industrial-social 
conditions” deal for the most part with political corruption. To 
supply this lack in all the countries would have swelled the work 
beyond the ability of one man to compass, but its absence never 
theless detracts from the value of the book. The information 
is drawn wholly, in the case of the United States, from written 


sources; all of thos quoted are secondary, and 19 out of 32 ar 
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Brandeis, assisted by Josephine Goldmark, publication secretary 
of the National Consumers’ League. 


A. N. Hotcomse. 


Cuapman, S. J. Work and wages. In continuation of Lord Brassey's 
“Work and Wages” and “Foreign Work and English Wages.” 
irt 3, Social betterment. (New York: Longmans. 1914. Pp. 
$3.) 
reviewed. 


J. W. and others. Industrial unrest, a practical solution. Re- 
port of the Unionist Social Reform Committee. (London: Murray. 
1914. Pp. viii, 39. 6d.) 


LennarpD, R. Economic notes on English agricultural wages. (New 
York: Macmillan. 1914. Pp. ix, 154. $1.40.) 


Levine, L. Labour and social revolution in the United States. (New 
York: Huebsch. 1914. $1.50.) 


SuFFERN. Conciliation and arbitration in the coal industry of the 
United States. (Boston: Houghton Mifflin. 1914.) 


Wrieut, A. Disturbed Dublin. The story of the great strike of 


913-14, with a description of the industries of the Irish capital. 
London: Longmans. 1914. Pp. 350. 3s. 6d.) 


Compulsory arbitration of labor disputes on interstate railroads, Con- 
structive and rebuttal speeches of the New England Triangular 
Leaque debates, 1914. (White Plains, N. Y.: H. W. Wilson. 1914 
Pp. 114. $1.) 


Compulsory minimum wage scale. Constructive and rebuttal speeches 
of the representatives of Parsons College, Fairfield, Towa, in 
triangular debates with Leander Clark and Penn Colleges, 1914. 
White Plains, N. Y.: H. W. Wilson. 1914, Pp. 54. 50c.) 


History of the Westinghouse strike, East Pittsburgh, Pa., the « 
struggle ever waged between capital and labor. (Turtle Creek, 
Foley & Pierce. 1914. Pp. 133, illus.) 

Labour protection in metalliferous mines and quarries. Second re 


port of the Royal Commission on Metalliferous Mines and Quarries 
Cd. 7476-8. Three volumes. (London: Wyman. 1914.) 


Vinimum wage. Comstructive and rebuttal speeches of the Chicago 


representatives in the Central Debating League, 1914. (Whit 
Plains, N. Y.: H. W. Wilson. 1914. Pp. 51. $1.) 


Report on strikes and lock-outs and on conciliation and arbitration 
boards in the United Kingdom in 1913, with comparative statistics. 
Cd. 7658. (London: Board of Trade. 1914. Pp. 1, 232.) 


irbeits- und Lebensverhaltnisse der Frauen in der Landwirtschaft. 
Nos. 4, 5,6. Schriften des stindigen Ausschusses zur Férderung der 
\rbeiterinnen-Interessen. (Jena: Fischer. 1914.) 
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+ in the explanation of general price levels as the generality 

ind and supply” in that of single commodity prices. Neither 
plains much in and of itself, but both are correct provided the 
: lving forces are brought to light. Thus, the price equation 
when its dependence upon the gold supply and the volume 
trade has been made clear. From the money side gold is all 
portant, but gold is a commodity, a part of wealth, and its 
luc, i.e., its purchasing power, is determined not alone by its 

ity but to some extent by the composite demand for gold 
arts and money demand). ‘Taking human nature as it is, 


doubts whether mere quantity of money units would have any 


ry upon prices if considered apart from the 


standard 
mmodity. 


he reader is a bit skeptical when he comes to Professor 


Fisher’s exact predictions in respect to future price changes. 
] 


Indeed, it is a very difficult thing to reduce to an exact mathe 
itical basis such a complex of conditions as are presented in the 
hor’s analysis of remote influences. 


ith To assume on the basis of 
well-known past facts that trade is likely to grow by 41% 
‘ent a year, money by 6 14 per cent, and therefore that money 
outstrip trade by 2 per cent per annum (p. 220), seems 


So far as the reviewer is aware there has never 


+} 


r dubious. 


a case, except in pure theory, where the general price level 
inged proportionately to the quantity of money units in cir 
lation. Again, the tendency of prices for the next ten or 
ty years may be upward, but here we are 
ld of scientific guesswork. 


Vel 


in the uncertain 


Phe book is clear in statement, concise, and well arranged. It 
s delightful to pick up a treatise on a difficult subject like the 
lation of money to prices and find the author presenting his 
irgument with great clearness and in a literary style so simple 


| direct that it holds the reader’s attention from the first page 
the last. 


Everett W. Goopuve. 


Colgate University. 
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de bills: the creation of a market for such paper through the 
rganization of an agency for rediscounts, preferably a central 
bank: the coneentration of note issues in the hands of the redis 
counting agency and the issue of such notes against rediscounted 
mmercial paper; the speedy retirement of our bond secured 

ional bank notes; the concentration of the cash reserves of t1 
country into a central reservoir to be administered by the central 
rediscounting agency; the amendment of our usury laws so that 


the open money market rates may be determined by the 


\\ 
bik 


of demand and supply; and the substitution of weekly, or pos 


bly even less frequent, settlements for the daily settlements now 
p icticed on the New York Stock Exchange. The significan *« 
ind advantages of these remedies are also expounded with great 
learness and convincing power. 

Inasmuch as our new banking law recognizes most of the d 
‘system which Mr. Warburg points out and adopts in 
whole or in part most of the remedies he pre scribes, and inasmuch 

s Mr. Warburg has been made a member of the Federal Ri 
serve Board which is to administer the new system, the chief 

rest of the public in this book at the present time will doubt 
less be concerned with the last three essays in which Mr. Warburg 
vig rously criticises some of the features of the law which h 
ow called upon to administer. Among these are: the large 
umber of federal reserve banks; the making of the federal re 
rve notes obligations of the United States; the requirement that 
the federal reserve banks must keep against the notes advanced 
y the Federal Reserve Board reserves of gold instead 
of lawful money; the possible retention of the national bank notes 
for a generation or longer; the authorization of the issue of bond 
ecured notes by the federal reserve banks; the permission to 
federal reserve notes; the requirement of minimum cash 
reserves of the member hanks; and the failure so to constituts 
he Federal Reserve Board that a majority of its members are 
constantly in actual touch with the banking operations of th 
country and out of the reach of political influences. 

On the subject of the proper number of federal reserve banks 
Mr. Warburg’s conviction any rate were, strong. Ac 
cording to his view a central bank is the ideal to which we ought 
to approximate as closely as possible. Four regional banks might 


be made to function properly, but more than that number he 
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Development of Banking in Illinois, 1817-1863. By Grorce 
Wituiam Dowrte. University of Illinois Studies in the Social 
Sciences, Vol. II, No. 4. (Urbana: The University of II 
linois. 1913. Pp. 181. $.90.) 


‘our periods in the early banking history of Illinois are her« 
tinguished: The Territorial Banks, whos« origin was in re 
nse to the clamor for money due to the wave of speculation 
ich reached Illinois with the influx of settlers after the War of 
1812, and whose wild cat existence, terminating with the crisis 
1819, had much to do with “the subsequent unpopularity of 
moneyed institutions” in the state; Banking as a State Mo 


poly, 1821-1825, which venture in “a community hopelessly in 


‘ 


was “doomed to failure from its very birth,” and narrowly 


sed involving the state in repudiation; Banking and Internal 
lmprovements, culminating in 1837, an equally disastrous venture 
the state into bank ownership; and The Free Bank System of 
ois, beginning in 1851 and ending with the collapse of th 
te stock banks in 1861, when the southern state bonds deposited 
the banks suddenly depreciated. In each period the author 
traces a distinct cycle of events: an urgent demand for money 
the part of a needy community results in a law providing for 
large issue of poorly safeguarded paper; a brief period of 
fictitious prosperity largely due to speculation follows, ending in 
crisis Which causes suspension and collapse; then come hard 
times and the growth of a strong anti-bank sentiment, only to be 
1] 


rou 


wed shortly by the beginning of the next cycle. 
The volume is an important contribution to the detailed history 
f banking and currency in the United States. The material is 


lrawn from original sources; the numerous footnotes are kept 


ip with commendable care; and a four-page bibliography is ap 


pended. The necessary use of state documents has not resulted 
n dry presentation, for they have been checked up, supplemented, 
ind enlivened by constant reference to early newspapers, letter 
books, memoirs, biographies, and local histories. Instead of 
relegating the financial statistics to the appendix, the plan has 
been followed in each chapter of bringing together and analyzing 
i number of representative balance sheets of the banks treated in 
the chapter. Only two or three pages are given to private banks, 
such as that of George Smith, but the author remarks that, 


1s a whole the record made by the private banking institutions of 
this period, notwithstanding the illegality of the note issues of some 
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diagrams Is carefully set forth at the outset. Th supply incl 


ind curves are similar to the ordinary Fleeming Jenkin supply 


ind demand curves only in that the abscissa, or longi le repre 
sents the quantity (demanded or supplied) of the particular good: 
ut they differ from the Fleeming Jenkin curves in that the ord 
nate, or latitude, represents, not money price per unit, but aggre 
+} 


pric 


go il money for which the quantity represented 
by the abscissa would be demanded or supplied. It follows that the 
pri ‘unit are represented not by lines but by the slopes of 
lines drawn from the origin to points on the curves. A “steep” pric 

represents | by a steep slope. The demand curve is a “derivative” 


of another curve having the same abscissa but ordinates represent 


ng total utility measured in money. Similarly the supply curv 
i. derivative of another curve having the same abscissa but ordima 


representing total cost measured in money. Excepting some mathe 
matical appendice s there 1 nothing in the book which the non 
mathematical reader could not read without difficulty. 

The book does not aim to give a complete and general theory 


of prices but only to present a clear and perf ct picture of how 
the price of an individual commodity is determined under certain 
restricted and id conditions. Among these conditions is that 
the marginal utility of money is constant. The object of this 
hypothesis is to make possible the measurement of all utility in 
money units. 

In the r¢ stricted fir ld to which the book is devoted, namely, t] © 
intensive study of the causation and variation of an individual 
price, it is undoubtedly the best in the field; and its conclusions, 
under th hype thes issu ed, are unassailable. These con 
clusions include, among the fundamentals, the “Austrian” theory 
of value that, on the demand side, the price harmonizes with 
marginal desirability; and, on the supply side, the sinfilar Ricardian 
theory that the price harmonizes with marginal cost; they in 
clude also the principle that both consumer’s and producer's “rent 
or surplus, measured in money, is a maximum, as well as various 
other principles, some general and familiar, others special and 


unfamiliar. They include a few interesting studies of the effect of 
taxes and other influences on prices. 

The chief value of the book consists, however, not in its con 
clusions but in its method, which is one of rigorous scientific 
reasoning. The W rite r of the present re view takes this opportunity 


o acknowledge his own keen sense of obligation to the original 
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The discussion of national wealth and income is of muc! 
tical interest. Aggregate wealth and income are estimated chi tly 
on the basis of the recent British census of production, with 
recognition of the importance of derivative income. The author’s 


view is that the amount of the latter makes no difference in com 


puting the money income of a nation. This is substantially true. 


But we are interested in real rather than in money income, and 
some allowance must be made for a difference in the equation of 
the two as between metropolitan districts and out-of-the-way ag 
ricultural districts. After having established “a statistical basis 
in terms of pecuniary units, the author actually considers real 
income. But this also needs to be treated statistically rather 
than illustratively by reference to various kinds of waste, som« 
of which are mainly cases of transfer or derivation of income. 
Here is where one misses an attempt to compute the possible con 
tribution to real income from those now merely living on derivative 
income. Until this is done, one may well doubt whether the ex 
isting national money income, if translated most efficiently into 
real income, could not provide comfortable and civilized living 
conditions for all. 

Although the quality of the argument thus tends to fall off 
somewhat, it is on the whole substantial as well as stimulating. 

G. P. Warkins. 
New York City. 
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Atcorn, E. G. The duties and liabilities of bank directors. Revised 
edition. (Columbus, O.: American Textbook Co. 1914. Pp. 90. 
$1.) 


Brapy, J. E. The law of bank checks. New York: Banking Law 
Journ. Co. 1914.) 


Buttock, E. D. Agricultural credit. Debaters’ handbook. (White 
Plains, N. Y.: H. W. Wilson. 1914. $1.) 


Dessarpins, A. The codperative people’s bank. (New York: Divi- 
sion of Remedial Loans, Russell Sage Foundation. 1914. Pp. 42.) 
The author is the founder of the people’s banks of Canada and 
has long been identified with their successful administration. His 
pamphlet is slightly historical, pointing to the origin of credit ban! 
in Germany, but chiefly deals with the elements of organization 
that have managed to survive in the Canadian environment. The 
Canadian banks, for example, have uniformly a variable capital, that 
is, shares are withdrawable. This device suits the desires of the 
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er, H. W. Supplement to Magee on banks and banking; tl 
Mederal Reserve act approved by Congress, December If 
\lbany: Bender. 1914. Pp. 969-1085. #1.) 
RING, S. Reducing the cost of living. Philadelphia: George W. 
bs & Co. 1914. Pp. 343. $1.25.) 
In this book the maladjustments occasioned by the recent ris 
The problem which 


rrices have received little attention. 


r conceives is one of social reorganization that drives all 
lasses to dependence. According to his argument, however, thi 
are not getting poorer, and the laborer’s wage has never | 


Industrial Revolution (p. 91). Regarding tl 
} 


por een 
larger since the 
as no longer operative, the author regrets the 


mpetitive system 
ibsence of cut-throat competition on the ground that it meant “‘cheap 
goods.” He would justify only normal returns on the cost of 


replacement of physical property and would tax away a surplus 


1 all land ownership is 


due to managerial ability. He says that 
onopolistic and further that this is the most oppressive monopoly 
n society (p. 281). The discussion makes “scarcity” synonymous 
“monopoly.” Were criticism necessary, I would say that 


wit h 
monopoly ; it sit 


scattered ownership without combination is not 
all who own anything of value would be monopolists. Th: 


were, 
uthor .would remedy this imaginary monopoly by taxing 
“unearned increment. He declares that the most fundamental 


use of rising prices is the increase in land values which causes 


in increase in the value of raw materials derived from the land. 
suggest that this reasoning is in error. From the net value 
he product to the value of the land, and not the reverse, i 
rder of thought. The author attaches little significance to 
ré 


Ss 


iantity theory of money as a cause of rising prices. He 
that since all prices do not move in approximately the same ratio th 
intity theory cannot be given as a primary cause for rising 
prices. J. R. Turner. 
INE, W. S.. The ws of the United States relating to nationa 


hanks as amended. Seventh edition. New York: Baker. Voorhi 


914. Pp. xii, 250. $3. 


P GRAVE, R. H. I. T he banking almanac for 1975. ( | ond m 


Waterlow. 1915. 15s.) 

Praretz, J. H. Digest of savings bank laws, containing the new 
banking law, the tar law, and other laws applicable to the savinas 
hanks of the state of New York. (New York: J. H. Praetz. 1914. 
Pp. viii, 94. $1.) 

RoLLINS, M. Bank: rs’ and investors’ handbook for Massa 


Boston: Financial Pub. Co. 1914. Pp. 200. 
(irtyarD, F. Banking and negotiable instruments. manual « 


practical law. Fourth edition, revised and enlarged. New Yor! 
Macmillan. 1914. Pp. xxiv, 403. i 


The author, professor of commercial law at Birmingham 
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legislation during the years in question) and a reproduc 

th more important statistical material from the reports of 
Commissioner of Internal Revenue, to which is added an extensive 
bibliography. 

On the whole, the work seems to have been done with great 
iccuracy. ‘There are, however, some slips. In the table on pag 
22, in which are shown, quarterly, the rate of taxes on alcohol 
and the price in both gold and paper, there are errors in reducing 
the paper price to the gold price in October, 1864, and January, 


1865, the erroneous figures in the latter case being used as the 


basis of an inference drawn in the text. On page 255 “watches” 


should evidently read “yachts” in the second line and “organs” 
in the thirteenth line. 

In his discussion of the effect of the taxes on banks (pp. 141 
144) the author concludes that they were borne by the banks, 
though the facts hardly seem to afford the basis for any positive 
statement, and implies that the only reason why banks took out 
circulation under these conditions was that they were required 
to invest one third of their capital in United States bonds, whether 
they took out notes or not, the additional expense involved in 
taking out notes being only the tax on circulation. That 
is not an adequate statement of the case is evident from th 
that after the national banking system was firmly established 
in 1865 the bonds deposited to secure circulation were for some 
years more than double the amount of the required investment. 
In fact it is not clear how the bond deposit requirement has any 
bearing on the question of the effect of the tax on circulation o1 
the willingness of the banks to take out notes. 

Dr. Smith (p. 96) seems to regard the exemption of S600 
granted in the Civil War income tax as excessive and implies 
that it was twice the exemption allowed in England. ‘This hardly 
conveys a correct impression. Incomes up to £100 were exempt 
in England. It is true that the deduction allowed from incomes 
in excess of this amount was only £60 and was limited to incomes 
of £200 or less. Since that time, however, there has been a con 
stant tendency to increase both exemptions and deductions until 
today incomes up to £160 are exempt and a deduction of that 
amount is allowed from incomes up to £400, with a smaller de 
duction on incomes up to £700. In view of this subsequent 
development of income taxation it is certainly doubtful whether 


an exemption of $600 can be regarded as excessive, particularly 
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iny points and as yet so very meager data on how it will 
ally work that these pages (675 to 704) must shortly be 
written. 
[t will be remembered that in the first edition Professor Selig 
in laid down a “practicable programme.” To this he adheres, 
printing it completely. A comparison of the “programme” with 
new federal law, not forgetting Wisconsin’s experiment, will 
ssibly be an interesting mode of approach. The program opened 
the demand that the income tax should be imposed and ad 
nistered by the federal government alone. In so far as we hav 
new state income tax (and another, for Massachusetts, is being 
vriously considered), the demand of the program, that t 
tax be imposed and administered by the federal government, 
n though the proceeds be divided among the states, is not vet 
eded. But when it is noted that “*the income tax is not need 


eded 
purposes of revenue in either the state or the nation” (p. 642), 
| more so, when we note that this judgment is sustained by the 
tremely low rates and high exemptions of the new tax, and that 
yields but little new revenue, we may suspend judgment. Th: 
rogram may yet be followed. 
Compared with the great “engines of the revenue,” which the 
ome taxes of Europe have been so well called, ours is like a 
l’s toy locomotive. It has all the parts and runs by “truly 
nm”; it makes a loud noise, but it transports only tin soldiers. 
\s to the type of income tax, Congress followed the author’s 
mumendation part way. We have a “stoppage-at-source” tax 
‘taxable incomes under $20,000, and a partial “lump-sum” in 
me tax for larger ones. As to progression, also, the law regard 
warning (p. 671), “it is clear that the adoption of the ‘stop 
ge-at-source’ scheme is incompatible with the general plan of 
iduated income tax,” follows the compromise suggested (p. 672), 
| introduces progression by the surtax method. 


In the matter of schedules, the program has been largely followed 


substance, but not verbally. Thus, corporate incomes are sepa 
tely treated. The only difference here between the law and the 


rogram, is that the stockholder, not the corporation, is allowed to 


duct from his taxable income dividends already taxed. 


rhis statement is found in both editions and is apparently inconsistent 
1 the statement in the new edition (p. 675) that “the American law wa 
ted to compensate for the loss in revenue due to the new tariff.” But, 


‘ 


, the word “ostensibly” should be read into the last sentence. The 
st express provision is made in the law for a state to levy a 


incomes taxed for federal purposes is also interesting. 
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momiec science of some of the moot points in the theory of income 
iy be expected that the law will gradually win its way to public 
recognition. 
It is a good thing to have so important a book as this kept up 
to date. Of some thirty or more “corrections and additions” 
ich the reviewer has found, many are mere corrections of those 
vexatious slips which no scholarly care seems able to avoid in first 
(For example, p. 534, 1894 for 1895, and p. 575, 1870 
Outside of these, the excell nt and extended survey of 


tions. 


r 1880.) 
history of the income tax in England has been enriched by new 


‘erences to rare records by contemporaries (see p. 136, footnote 
1; p. 169, footnote), and by utilizing the results of the new studies 
vy Oseroff, Nanes (p. 51 footnote), Kennedy and Moll (p. 49; 
The German imperial income tax is given 


iso footnote, idem). 
The tables in the appendices to book I 


footnote (p. 972 

p. 219) have been brought down to date and enlarged. 

The more one uses this book with students, the more is one im 

ressed with the thoroughness of the historical surveys, especially 
t of the English tax; while for the lawyer, the legislator, the 
x administrator, and the business man, the book is no less valu 

ible on account of its thorough treatment of the principles of 
sting income taxes and for the discussion of the controversial 


iestions. 


Cart C, PLeHn. 
University of California. 
The Disproportion of Taxation m Pittsburgh. By Suetny M. 


(Reprinted from the Pittsburgh District: Civic 


HaArRIson. 
Pp. 156-213, 455 


Frontage, The Pittsburgh Survey. N.d. 
168. ) 
This monograph is the fruit of a supplementary investigation 
ule under the auspices of the Pittsburgh Survey in the summer 
Mr. Harrison’s analysis of the situation, as it stood 
The first was “the 
full 


f 1910. 
it that time, revealed two “glaring evils.” 
hreefold classification of real estate.” Only one half th 
x rate was applied in the case of real estate classed as “agri 
iltural,” and two thirds in the case of “rural” real estate; the 
ll rate was applied to the so-called “city” real estate which 
mprised approximately three fourths of the land value in 
Pittsburgh. The concessions granted to the “agricultural” and 


“rural” classes, Mr. Harrison points out, not only encouraged 
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[arrison presents his case. Maps, charts, and photographs 
ed in an extremely effective manner. His work may well 
a model by those who are confronted with the diffi 
of causing “glaring evils” to glare. The publication 
monograph must be justified on the ground of its usefulness 
this purpose, for changes were made in the Pittsburgh system 
in part, at least, to the influence of this report 
manuscript form, which entirely eliminated th 

author’s criticism. 

Rosert Murray 


imbia University. 


of Taxation in China in the Tsing Dynasty, 1644 
(911. By Suao Kwan Cuenx. Columbia University Studies 
in History, Economics and Public Law, LIX, 2. (New 
York: Longmans, Green and Company. 1914. Pp. 117. 
$1.00.) 


Taxation in China has exhibited the characteristics reasonably 

be looked for in a crude ly despotic state, feeble and irresolute. 
There has been no general plan. ‘To the early taxing officer’s 
favorite recourse, a tax on land, there has been added, as need 
rose, a confused set of devices for taxing salt and three sorts 
of customs duties—the regular or native customs on goods trans 
ported in internal or foreign commerce, the likin, and the mari 
time customs. There are also various minor sources of revenue. 
None of these is adjusted to others as parts of a system, and 
in none are the essential elements definite. 

Inequality (as in railway rates, for example) necessarily follows 
upon indefiniteness. So the Chinese tax collectors bargain with 
taxpayers and the small man fares badly in the bargaining. Dif 
ferent custom house s compete with each other to attract busin Ss. 


s between economic and social classes the burden is quite un 


equally distributed. The land tax is not on the whole burdensome. 
Customs duties are said to have been introduced anciently for 
the set purpose of discouraging trade, which was regarded as 
an ignoble pursuit; and that result is still realized through double 
ind multiple taxation of the same goods. The official and literary 
‘lass is not reached directly by any form of taxation, but benefits 
from the abuses of the whole system, being favored especially 
This revenue accrues through a medley of monop 

in the salt industry on which the monopolists 
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exempt or only moderately taxed—a plan which would be 
litically very difficult. On the othe r hand, Germany could 
ily increase her revenue from direct taxes. As to indirect 
xes, an increase of rates in England is precluded by the height 
existing rates, so that recourse must be had to the intro 
luction.of new taxes, which is a much “harder nut,” both adminis 
itively and politically. Germany has greater freedom in this 


spect, because of a multiplicity of taxes at moderate rates. 


The tone of the work is unfortunately such as to suggest a lack 


ientifie candor, and in some places the evidence seems in 
sufficient to support the argument. Thus, by means of a 
mparison of expenditures for army and navy, Germany is 
iequitted of prime responsibility for armament, although in this 
mparison (1) per capita figures are used in a way which ob 
ires Germany’s larger absolute expenditures; (2) actual war 
penditures during the period of comparison are (apparently) 
neglected; and (3) increases during the past five years are com 
pared without reference to the relative extent of armaments at 
beginning of the period (pp. 10, 11). Nor is it clear that 
British patriotism would not withstand the strain of still higher 
rect taxes and of new indirect taxes. Finally, the character 
he consumption of the taxed articles affects the relative eas« 
raising more revenue by new taxes or by an increase of ex 
ting rates. Altogether, Dr. Wolf does not seem completely 
have established his case, although he has given English readers 
uch to ponder. 


QO. C. 
Ohio State University. 


NEW BOOKS 


Buttock, E. D. Single tax. Debaters’ handbook. (White Plains, 
N. Y.: H. W. Wilson. 1914. $1.) 


UNNINGHAM, A. B. Maryland tax digest. (Baltimore: M. Curlander. 
1914. Pp. x, 260. $3.50.) 


Minaupt, L. Corso di scienza delle finanze. Second edition, edited 
by A. Neeco. (Torino: E. Bono, 1914. Pp. 1, 1010. 201.) 
This second edition of Signor Einaudi’s treatise should command 
the interest of all students of public finance. It is not vet a 
finished book. It is the substance of lectures delivered during a 
number of years at the University of Turin and the Bocconi Uni 
versity of Commerce at Milan, and in time the author expects to 
ssue it definitively. 
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one hundred pag The rest of the volume is made up of \ tluable 
} 


text of importan ta s and a number 
uable forms and documents. 


ndices which give t 


LLOCK 


M. Ostr iu 
Mifflin 


city of New York. Columbia 
versity es in history, economics and public law, LXI, 2. 
York: Longmans. 1914. Pp. 312. $2.50.) 
To 
Orr. rmog komm n der 
(Zurich: 


d net income tax tables. 
5 London: King 1914. 2s. 6d 


SNELLING, W. E. ome tax and 


super taa practice. London 
Pitman. 1914. . 450. 10s. 6d.) 


Younc, E. H. Th ystem of national finance. London: Smith, 
Elder. 1914.) 

The customs service ymplete course of instructions, with que stions 
and answers. w York: Chief Pub. Co. 1914. Pp. 332. H1.) 


Manual of the ome tax. New York: Standard Statistics Co. 1914. 
$3.) 


Protective tariff cy lope dia. The Underwood and Payne-Aldrich laws 
compare d. (New York: Am. Protective Tariff League. 1914. Pp. 
159.) 


Return of the total naval expenditure of the United Kingdom in each 


of the last ten years, with similar information for each of the 


principal foreign naval powers. H. of C. 410. (London: Wyman. 
1914. Is. 6d.) 


Population and Migration 
Jewish Immigration to the United States from 1881 to 1910. By 
Samvuet Joserpu. Columbia University Studies in History, 
Economics and Public Law, LIX, 4. (New York: Long 
mans, Green and Company. 1914. Pp. 209. $1.50.) 
This is a valuable and scientific contribution to what the 


author correctly describes as a movement which “has almost 


reached the dignity of the migration of a people,” and has brought 


to our shores about 1,562,800 Jews, nearly all from Russia, 


Roumania. Austria-Hungary, between the years 1881 and 
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the period stated, but that contemporary records show that the 
movement was due to a new outbreak of Roumanian anti-Semitism. 

The second section, dealing with Jewish immigration to America 
is subdivided into two parts: first, Its Movement, treating of 
the numbers, source, and immediate occasion for the migration; 
second, Its Characteristics, with respect to family movement, per 
manent settlement, occupations, illiteracy, and destination. 
Large masses of statistics, chiefly collected by the Immigration 
Commission, are handled in a painstaking and truly illuminating 
manner, and Dr. Joseph shows how this Jewish immigration is 
far more a “family movement” than even the “old immigration” 
of the past few decades was, that its return movement is smaller 
than any other, and that it embraces a “larger relative proportion 
and absolute number of skilled laborers” than is furnished by any 
other immigrant people, a fact heretofore commonly overlooked. 
He also points out that the larger proportion of occupationless 
wives and children constituting this Jewish migration makes it 
all the more difficult for the male bread-winner to avoid economi 
stress here, a factor which would have acquired still more sup 
port, had he analyzed the government figures with respect to the 
relatively smaller amount of money brought over by the Jewish 
immigrants. On the other hand, such a priori inferences ar 
completely rebutted by an analysis of the Immigration Commis 
sion’s statistics as to immigrants becoming public charges, and by 
the reports of Jewish private charities, all showing that the Jewish 
immigrant becomes a public or a private charge in far fewer iv 
stances than the average immigrant, that this burden is in fact 
decreasing with the increased immigration, and is so small as to be 
relatively negligible. 

Dr. Joseph practically ignores, however, the many institutions 
and agencies, which the United States, and especially the Jews 


here, have established and constantly extended, for the distribu 


tion of the immigrant, his Americanization and aid, and acquisition 


of the art of self-help, which other races enjoy only within smaller 


limits, and which make it comparatively easy within this decade, 
to assimilate per annum a hundred thousand Jews, while before 
their establishment, in the eighties, it was difficult to provide for 


20,000. Max J. Konter. 


NEW BOOKS 
Antin, M. They who knock at our gates. A complete gospel of 
immigration. (Boston: Houghton Mifflin. 1914. Pp. 143. 31.) 


The author is more emotional than scientific. The Declaration 
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Social Problems and Re forms 


erican student movement, and other topics. Such an array 
ibjects in so limited a space could be given but superficial 
tment: and in his preface Mr. Reid states that the book 
. guide but rather, it is hoped, a means of awakening deeper 
tudy of possibilities as well as pitfalls.” 

Che nature of the book is anecdotal and detailed, with extended 
tions from sour of varying authority. Rates of salaries 
wages, tog ther with estimated costs of living in Brazil, con 
te a valuable detail. A statement concerning “large areas” 
‘great mines” of coal in South America, unaccompanied 
statement that South America is 


a coal importing nation 

it even Chile, the greatest coal producer of the continent, 
mports half her coal, incurs the risk of being misleading 
Reid admits frankly that salaries and wages rule lower and 
nses higher in South America at present than in the United 
s, so that the opportunities of chief interest to North Ameri 
are those in trade between the United States and Latin 
ica, or positions with some foreign corporation established 
tin America or in some scientific or technical capacity for 
itin-American government. Since Mr. Reid wrote these lines 
whole business situation on both the east coast and west coast! 


South America has become even more unpromising 


does well to note one potent influence of North America on 
America omitted surprisingly often by writers on Latin 
namely. the Am« rican schools with American reachers 


of the countries. Originally established as 


SCC Las 


tutions several of them have developed into pre paratory cho 


ghly regarded by the South Americans and subsidized in on 


intry at least—Bolivia—by the state. Possible opp 
uth America in shoe manufacturing on a small seal 
lairy farming and operation might well have received mo 
tion, also the possibility of department store operation, which 
mentioned at all. 


\ valuable part of the book is the appendix, provided by the 

Van-American Union, containing lists of companies with offices in 
United States operating in Latin America, of United States 

riodicals paying especial attention to Latin America, and of 
inent United States firms in Latin-American trade. 


SeLpEN O. Martin. 


he r of cn 


° 
iding indus! 


nt, casual 


many ( 


m 
| 128 [Ma 
ain Condit 
} B 1) Studies 
| +5 | | 
i 
| Sol 1914. Py 
nvestiga 
| ng trade 
juestion of t 
| n LOO 
ms is To 
that t ppled, the au 
| g rly exh 
study ! vithin t 
rid make 
ay u nditions are s 
Lipp with certa 
I ta tals iu! 
rm of indu 
nt, is to be | 
il 
lesig “following 
und g y thought, 
till | apprent ct 1), 
though n that implied 
the l when intentionally 
1aopted, i training, seems, 
ip’ (by vy as mate or hely 
te ferable to the haphaza 
‘D ; effective than reg 
7 Having pl ms of methods 
vocat num aptes 
taking uj nemploymcH labor, 
and lying tl X18 (111 2 
the J 
in 
5 


1915 | Social Problems and Reforms 129 


iencies for assisting boys both to learn a trade and to find 
work when idle. In a final chapter, The Needs of the Future, 
e sums up his conclusions. 

The author points out that there are two practically distinct 


problems involved in juvenile labor: organization and education 


proper. He warns the reader, moreover, that there is a question 


f unskilled, which is even more difficult than that of skilled and 
emi-skilled, employment. He proposes no new organizations ex 
cept, tentatively, juvenile trade boards within the several indus 
tries; but advocates, of course, systematization and wider scope 
r the existing juvenile labor exchanges and after-care committees. 
He advocates a rather radical, but wholly feasible, reorganization 
f elementary education, with a raising of the school-leaving age 
to fifteen, coupled with a multiplication of day trade schools and 
ympulsory continuation schools, and a decrease of the hours 
of labor, for persons under eighteen, eventually to 42 per week. 
Mr. Dearle’s study has unusual value, not only intrinsic, but 
a model for parallel studies in many other industrial centers. 
vocational training the day of propaganda has gone by and 
that of the definite handling of specific conditions has arrived. 
Such actual problems can be dealt with only upon a solid basis 
of ascertained facts. The “survey,” industrial and educational, 
if a community, such as that just completed for Richmond, Vir 
ginia, by the National Society for the Promotion of Industrial 
Education, must precede any attempts at legislation or school 
reform; and only after many such surveys shall have been made 
ind many resulting methods of vocational education and guidance 
shall have been scientifically and patiently tried, will it be possible 
to lay down any general principles concerning industrial training. 
To this long work of necessary preparation, Mr. Dearle has made 
in early and useful contribution. 


James P. Munroe. 


Toynbee Hall and the English Settlement Movement. By 
Werner Picur. Revised edition. Translated from the 
German by Litian A. Coweit. (New York: The Macmillan 
Company. 1914. Pp. xu, 248. $1.25.) 

This is a guide book which requires a guide to rearrange its 
values. Chapters are given to Toynbee Hall schedules, the 
reflected discouragement of a particular leaderless and therefore 


neffectual resident group, admiration for the original gospel 
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ial universities of courses bearing closely on social work, are 
ding to bring about an encouraging change in this respect. 


Dr. Picht discloses the vital point in the settlement situation 
when he regrets the decline of the particular kind of enthu 

which was characteristic of the early days, but when he 
is definitely and strongly with the absence at Toynbee Hall 


ny penetrating, coherent conception of the neighborhood as 


community form in which the settlement should to a very 
extent become absorbed. This is the settlement’s peculiar 
d distinctive field, which no other social agency is at present 
cll equipped to develop—a field which affords the most stimu 
ting possibilities for sympathetic social analysis and for a kind 
subtle human contact 


which, in endless unsuspected ways, 
ppeals strongly to moral imagination and purpose. 


The long 
e test of the settlement in England and America is as to 
thar 


er it can discern its own unique opportunity in organic social 
mstruction., 


In general, this little book furnishes 
confused appreciation of a 


] g| sh national tendency toward 


a suggestive exhibit of 

German for a characteristic 
humanized and democratized 

ture carried out under free and varied personal initiative and 
. kind of sporting spirit. 


A. Woops. 


NEW BOOKS 


rrows, A, The farm kitchen as a workshop. 


Farmers’ bulletin 
607. (Washington: Dept. 


Agr. 1914. Pp. 20.) 
\rrangement of kitchen for economy of labor. 


Brown, U. D. A brief survey of housing conditions in Bridgeport, 
Connecticut. (Bridgeport, Conn.: Bridgeport Housing Association. 
1914. Pp. 64.) 

Three selected districts—two crowded and one open 


are ex- 
amined by canvass of all houses (160) and apartments. 


Statistical 
tables are few and cover type of house, toilets, and the distribution 
of new building. Descriptions are careful and detailed. 


Industrial conditions among negroes in St. Louis. 
Studies in social economics of the School of Social Economy, vol. 
I, no. 1. (St. Louis, Mo.: 
123. 75c.) 


CrossLAND, W. A. 


Washington University. 1914. Pp. 


A detailed study of the economic status of the 44,000 negroes 
of St. Louis, who make up more than 6 per cent of the total popu- 
lation of that city, giving complete and detailed analyses of occu- 
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Ives, G. A history of penal methods; criminals, witches, lunatics. 
New York: Stokes. 1914. Pp. 11, 409.) 


Hasskart, G. C. H. Modern problems of the home, school and 
church. Solved by Christian pedagogy and sociology. Second 
edition, enlarged. (Verona, N. Y.: G. C. H. Hasskarl. 1914. 
Pp. 191. $1.50.) 


Kaun, J. and Kiem, J. J. Principles and methods in commercial 
education; a textbook for teachers, students and btisiness men. 
New York: Macmillan. 1914. Pp. 14, 433. $1.40.) 


LipPpMANN, W. Drift and mastery. An atte mpt to diaqnose the cur 
rent unrest. (New York: Mitchell Kennerley. 1914. Pp. xxvi, 
324, $1.50.) 


McKeever, W. A. The industrial training of the girl. (New York: 
Macmillan. 1914. Pp. 11, 82. 50c.) 


Mancoip. G. B. Problems of child welfare. New York: Macmillan. 
1914. Pp. xv, 522.) 
To be r¢ vit we d. 


Parker, G. H. Biology and social problems. (Boston: Houghton 
Miffin. 1914. Pp. xix, 130, with four plates. $1.) 

This delightfully lucid and readable little book consists of the 
William Brewster Clark Memorial Lectures at Amherst College in 
1914. The topics covered are the nervous system, hormones, r 
production, and evolution. Much of very great interest to the 
lay reader will be found in each chapter. One would hardly look 
for suggestions to the agriculturalist or dairyman in a chapter 
on hormones, but the progressive dairyman will find at least on 
very startling suggestion in this chapter. Professor Parker’s most 
important views, from the point of view of social science, are ex 


pressed in his discussion of eugenics. One is delighted to find a 
biologist emphasizing the importance of social, as opposed to 


organic, heredity. A. B. Wo.re. 


Price, G. M. The modern factory. Safety, sanitation and welfare. 
New York: Wiley. 1914. Pp. xx, 574. $4.) 
To be reviewed. 


Rowntree, B. S. and Picov, A. C. Lectures on housing. The War 
burton lectures for 1914. (Manchester: University Press. 1914. 
Pp. 70. 50c.) 

Rowntree’s subject is, ““‘How far is it possible to provide satis 
factory houses for the working classes, at rents which they can 
afford to pay?” He fails to answer the question but discusses the 
means of reducing house and land costs. Pigou’s title is, “Some 
aspects of the housing problem.” He is “inclined to rank housing 
with education and insurance in regard to which subsidies are al 
ready provided, rather than with food and clothing in regard to 
which such subsidies . . . cannot . . . be provided.” Pigou defends 
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\ review of the zoning legislation of California, Wisconsin, Min- 
nesota, New York, and Canada, showing the principles governing 


listricting, the weaknesses of these laws, the attitude of the courts, 


ind the means of making zoning legislation succeed. 


1 discussion of woman suffrage, by Yale University debating teams, 
ithe 1914 triangular debates with Harvard and Princeton. New 
Haven, Conn.: Yale Coép. Corp. 1914. Pp. 38. 35c.) 


{ handbook containing suqaqestions and programs for community 
social gatherings at rural school houses. Revised edition. 


(Charles 
ton, W. Va.: M. P. Shawkey. 1914. Pp. 54.) 


{n investigation of housing conditions of Cleveland’s workingmen 
The best, the average, the worst. (Cleveland, O.: Dept. Public 
Welfare. 1914. Pp. 34, illus.) 


{ list of helpful publications concerning vocational instruction. 


Albany, N. Y.: Univ. of State of N. Y. 1914. Pp. 41.) 
Penal farms and farm colonies. Bulletin no. 6. (New York: Russell 
Sage Foundation Library. 1914. Pp. 3.) 
Contains three pages of bibliographical entries. 


Die Wohnungsfrage in Deutschland. (Dresden: Kiihtmann. 


1914, 
Pp. 194. 5M.) 


Insurance and Pensions 
Fire Insurance and the Municipalities. By A. Fixcuann Jack. 
(London: P. S. King and Son. 1914. Pp. xiii, 160. 3s. 6d.) 
Though brief, this discussion supplies some valuable informa 
tion on the experience of cities in providing insurance. The title 
is misleading in that the author considers only municipal schemes 
of insurance in England and Scotland and only nine of these 
in cities. An investigation of such plans of insurance on the 
Continent would have greatly added to the value of the book. 
The first two chapters discuss insurance companies, agents, and 
brokers. The relation of this discussion to the particular sub 
ject is not very apparent. Then follows a description of the 
municipal insurance plans of London, Nottingham, Birmingham, 
Leicester, Bradford, Hastings, Accrington, Aberdeen, and Glas- 
gow. Appendices show the deficiency account of a defaulting 
insurance company, the number of fire insurance companies in 
1861 and 1911, a précis of a bill to regulate insurance brokers, 
agents, and companies, and, finally, the insurance scheme of the 
Southport corporation. 
By municipal insurance the author means insurance by the city 
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nd results to be discussed. The illustrations and graphs, and the 
34 tables which accompany the text not only illumine the discussion 
furnish considerable data as to sickness and mortality ex 
rience at various ages and in divers sections and countries which 


re likely to prove useful for reference purposes, as is the compact 


but comprehensive index appended. 
Hormwoop, W. E. New Jersey employers’ liability law. (Plain 
field, N. J.: New Jersey Law Journ. Pub. Co. 1914. Pp. 227. 
50. ) 
vney. A. C. Record of business in each of the states and territories 


the United States and the Dominion of Canada, by the joint 
tock fire insurance companies in 1913 and of aggregate business 
for thirty-five years, from 1880 to 1912 inclusive; also the aggregate 
business in each state for the years 1880 to 1913. ( New York: 
Underwriter Prtg. & Pub. Co. 1914. Pp. 148. $15.) 


Konurcer, J. Versicherungsbuchfiihrung. Versicherungs-Bibliothek, 
Berlin: Mittler. 1914.) 

Wituis, W. A. National health insurance through approved societies. 
London: Hodder & Stoughton. 1914. Pp. 528. 10s. 6d.) 


Conference on life insurance and its educational relations. (Urbana. 
Ill.: University of Illinois. 1914. Pp. 93. 50c.) 

Digest of workmen’s compensation and insurance laws in the United 
States. (New York: Workmen’s Compensation Publicity Bureau. 
1914.) 


Revised to December, 1914; covers laws in 24 states including 
Ne braska. 


Fees and taxes charged New York insurance companies by insurance 
de partments of other states for 1915. (Albany: Ins. Dept. 1915. 
rp. 52.) 

Fire insurance, laws, tares and fees. Revised to August 1, 1914. 
Chicago: Spectator Co, 1914. Pp. 496. $5.) 

Report of the departmental committee on sickness benefit claims under 
the 
Od.) 


national insurance act. Cd. 7687. (London: Wyman. 1914. 


Report of the police pension fund of the city of New York, 1913. 
New York: Bureau of Municipal Research. 1914. Pp. 212.) 
Statistics of compensation and of proceedings under the workmen’s 
compensation act, 1906, and the employer's liability act, 1880, during 


the year 1913. Cd. 7669. (London: Wyman. 1914. 6d.) 

Unemployment insurance: decisions given by the umpire respecting 
claims to benefit. Vol I, nos. 1-500. (London: Wyman. 1914. 
Is. 4d.) 

Workmen’s compensation law of the state of New York. Revised 
with amendments, April, 1914. (New York: Lehmaier & Bro. 

1914. Pp. 47. 25c.) 
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the Poor Law, and endorses the scheme put forward by Mr. 
Charles Booth and Sir Arthur Downes, which rests upon the 
grouping of unions based on population rather than on the 
urea occupied and varying in method according to urban or 
rural conditions. 

In regard to poor law authority for London, Mr. Drage be 
lieves that the unit of area should be coterminous with Greater 
London, as such an area constitutes an urban population socially 
interconnected and industrially interdependent. As to the ques 
tion of the constitution of the central authority for London, 
he rejects the scheme put forward by the majority of the poor 
law commission and favors “ta transformed Metropolitan Asylums 
Board.” His choice of this body rests on the belief that its 
nearly fifty years of practicable experience and evolution as a 
working machine of public assistance make it the logical body 
to assume the new responsibility. 

The book should be of interest to all students of English 
social conditions. The author’s twenty-five years of practical 
experience, both in the United Kingdom and in other countries, 
give his conclusions no little value. It will hardly prove of in 
terest to the general American reader. In this connection, how 
ever, it should be stated that the author’s task was no easy one. 
The present system of English local self-government truly pre 
sents a labyrinth “full of pitfalls to the unwary,” especially in 
the domain of public assistance. The poor law administrator 
in England is supposed to be acquainted with 350 or 400 statutes, 
with 5000 judicial decisions interpreting those statutes, and with 
poor law and local government board orders which if printed with 
the statutes would cover more than 2500 octavo pages. 

Frank D. Watson. 

Haverford College. 


Socialism and Co-operative Enterprises 
Historical Materialism and the Economics of Karl Marr. By 
Benepettro Croce. Translated by C. M. Merepirn. With 
an introduction by A. D. Linpsay. (New York: The Mac 
millan Company. 1914. Pp. xxiii, 188. $1.25.) 

This is a collection of occasional essays and reviews, written 
by Senatore Croce from 1896 to 1900. They are still worth 
reading as an interesting commentary and criticism of the 
theories of Marx by one who, although himself both Hegelian 
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Professor Pareto on the “Economic Principle” he strikes a shrewd 


blow at the foundations of mathematical economics: 


The mathematicians have done much for economic science by re 
viving in it the dignity of abstract analysis, darkened and over- 
whelmed by the mass of anecdotes of the historical school. But, 
as it happens, they have also introduced into it the prejudices of 
their profession, the particular prejudices that mathematicians can take 
up in relation to economics—which is the science of man, of a form 
of the conscious activity of man—the same attitude it rightly takes 
up in relation to the empirical natural sciences. 


J. E. LeRossianot. 
University of Nebraska. 


Was Marx Wrong? A Criticism of Maraism vs. Socialism, by 
Valdimir G. Simkhovitch. By I. M. Rubinow. Issued by the 
Members of the Marx Institute of America. (New York: 
The Codperative Press. 1914. Pp. 62.) 

Amid a storm of invective and abuse heaped on Professor 
Simkhovitch’s head, may be discerned three major criticisms of 
his book by Dr. Rubinow. The first challenges Simkhovitch’s data 
in regard to the concentration of production; the second, his 
data in regard to the growth of the middle class; and the third, 
his optimism concerning the welfare of the masses. This re 
view will be confined to an examination of the statistical data 
and methods of the two authors. 

Simkhovitch’s thesis in regard to the first point must b 
carefully noted. He points out (p. 50): “That a centralization 
of industry has taken place is an undeniable fact,” but contends 
(p. 51) that “there has been no such far-reaching centralization 
as the Marxian vision of future economic development presaged.” 
For example, the number of manufacturing establishments in the 
United States increased in greater proportion than the number 
of wage-earners between 1890 and 1900. 

Rubinow, on the other hand, maintains that concentration has 
been so great (p. 28) that there is no future for small industry ; 
and shows that the data as to growth of establishments were admit- 
ted by the Census Bureau to be unreliable. And then he (p. 21) 
presents a table of “factories, excluding hand and neighborhood 
industries,” for the years 1900 and 1910 which shows that the 


number of wage-earners has increased faster than the number of 


establishments. This table is beside the point, for it is just the 


persistence of the hand and neighborhood industries that is under 
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North Central division (p. 30). On page 31 Rubinow suggests 
the true basis of comparison, and so also does Simkhovitch in his 
ible on page 65. The data of neither are of real statistical value, 
ind it is clear both realize this. 

Rubinow next attacks (pp. 33-45) Simkhovitch’s denial (pp. 
~0)-97) of the disappearance of the middle class. He suggests 
indeed (p. $3) that Marx’s doctrine is in need of modification, 
ut charges that the tables which Simkhovitch exhibits have “ab 
solutely no bearing upon the question of the increase or decrease 
f the middle class.” 

To Simkhovitch’s table on the German income tax which shows 
in absolute and relative increase of middle class incomes (p. 89) 
Rubinow suggests the following qualifications (pp. 34-35) : 

(1) It is not true that all persons with incomes of 2100 marks 
or over are middle-class persons. 

(2) The increase in cost of living is disregarded. 

In regard to the first, there is much controversy over what 
onstitutes the middle class. It is certainly in accord with the 
conomie interpretation of history to claim that a middle-class 

me makes a middle-class person. 

In regard to the second, the index numbers show just the 
pposite of what Rubinow suggests. The Economist’s numbers 
(with which other numbers are in substantial agreement) for 
January 1 of the years in question are as follows: 1853, 112: 
1867, 137; 1870, 122; 1873, 134; 1878, 116; 1882, 111; 1891, 
101; 1892, 97; 1896, 91; 1902, 89. Taking the period as a 
whole, there was a fall in prices!) Rubinow, however, is correct 

taking Simkhovitch to task for not bringing his figures to 

te, for this would have forced a modification of his views. 

On page 36 Rubinow shifts the question from the increase or 
lecrease of the middle class, to the increase of the very wealthy 
class, and on pages 38 and 39 gives the Prussian income tables to 
show this increase. But these very tables play him false; for they 

a marked increase of the middle class, from 4.75 per cent 
of the population in 1892 to 8.23 per cent in 1912, and an in- 
rease in their share of wealth from 24.84 per cent to 29.91 per 
cent. On page 39 Rubinow says: “But what we are interested 

1 at present is the concentration of national incomes.” This is 
not so, for the point of interest is the middle class. And his 
estimate on page 41, taken for what it is worth, points to the 
increase of this class. Rubinow’s criticism (p. 43) of Simkho- 
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managing productive enterprises. It includes the state and city 
is owner of land and house property, of light and power, of 
transportation and of forests; the city and state as producer 
of raw materials, minerals, food, drink, and tobacco; as manu 
facturer, as contractor for public works and as owner of work 
shops, warehouses, cold storage depots, grain elevators, markets 
ind abattoirs. It cites the cases in which the city or state is a 
tourist agency, an owner of baths and spas, hotels and boarding 
houses and theatres, besides catering for the public amusement, 
turning a doubtfully honest penny by owning lotteries or, more 
respectably, by acting as banker or pawnbroker for the living 
and undertaker or trustee for the dead. 

The information about collectivist enterprises in the United 
States is too scant. For instance, while the subway system of 
Paris is glowingly described as an example of public ownership 
combined with private operation, no mention is made of the sub 
way system of New York, the completed part of which was fully 
financed by the city and the immense enlargements of which now 
inder construction are partially financed by the city, under a 
contract which vests ownership in the city and leases operation 
to private corporations. 

That stupendous collectivist enterprise, the digging of the 
Panama Canal, is insufficiently described by a quotation from a 
magazine article dated December, 1910, no reference being made 
to the line of steamers operated between Colon and New York nor 
to the newspaper publications in the canal zone. Also the work 
of the United States Reclamation Service, with the model villages 
incidentally laid out and the electric power incidentally developed 
s inadequately portrayed; while the work of the United States 
forestry Service in the preservation and leasing of grazing lands 
is not described at all. Alaska and its government coal mines 
ud projected government railways are not mentioned, 

Though the author says, “The only claim that I care to make 
for this book is that it is not academic,” he does break the 
monotony of reciting dry facts by moderate indulgence in less 
substantial theories. He condemns expropriation as being as im- 


politic as it is dishonest; and advocates the payment by bonds 
for monopolies acquired by the public as being just as economical 
ind far more easy than payment in terminable annuities. He 
ipproves an extension of power to the employees in the manage- 


ment of collectivist industry at which a private corporation would 
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Space does not permit a description of the interesting methods 
by which “‘wagery” (capitalism) is to be overthrown and the 
new order instituted. But the authors counsel direct action and 
have no patience with politics. No epithets are too opprobrious 
for the Fabians and the L.L.P.; they are “the negation and the 
defeat of socialism” (p. 9) ; their leaders are quack doctors, “pre- 
scribing political pills for economic earthquakes” (p. 71); their 
parliamentarians are traitors compared with whom “Bazaine of 
Metz was a demigod” (p. 139). 

The authors vehemently deny that their scheme is utopian 
(preface and pp. 137, 281); “guild socialism” is put forward 
is both feasible and historically necessary. ‘That such a system 
would not work, if once fairly set going, cannot be affirmed with 
much assurance. That it is “against political economy” is be- 
side the point. For orthodox economics, at the hands of its best 
teachers, professes to be no more than an analysis of capitalism; 
ts deliverances afford no criterion of any different mode of eco 
nomic life. But the growth of institutions, trade union or other, 
s a cumulative sequence of habituation. Each successive step 
is taken in response to the exigencies of the moment, with little 
regard to any preconceived program; each step is conditioned 
by existing circumstances as well as ideals and each step modifies 
the ideals as well as the circumstances which condition the next 
move. Wherefore every far-reaching scheme of social recon- 
struction is utopian and all utopias are foredoomed to failure. 

It would be easy, did space allow, to multiply misstatements 
of fact and inconsistencies of reasoning. ‘Thus it is postulated 
throughout that state socialism entails the continuance of ex- 
ploitation under the guise of full compensation to the present 
owners of industry (ch. 4). Surely, complete or partial expro- 
priation could be as readily executed by a socialist state as by the 


national guilds. Again, the economic interpretation of history 
is handled but haltingly; it is repeatedly asserted that “economic 


T 


power is the substance and political power the shadow” (pt. I, 


} 


chs. 7 and 8), yet the stability of economic organization is made 
to depend upon its consonance with ethical ideals (pt. II, ch. 1). 
Logically, indeed, the structure is weak throughout. Assertion 
ind illustration do duty as proof; there is little attempt at 
ordered reasoning. 

E. H. Downer. 
Madison, Wisconsin. 
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f some attention were devoted to the injustice, mistakes, and not 


infrequent dishonesty in private undertakings and to the possibili 


ties of reform by means of public regulation alone. 


H. G. Brown. 


NEW BOOKS 


Crark, J. B. Social justice without socialism, (Boston: Houghton 
Miffin. 1914. Pp. 49. 50c.) 

[t is in thorough and far-reaching social reform rather than in a 
revolutionary transformation of society that Professor Clark sees the 
ittainment of the highest ideals of social justice for the world of 
the future. Monopoly in any form is likely to be hostile to im 

provement, public monopoly no less than private. Socialism, in 
putting an end to industrial competition, would thereby be likely to 
discourage technical progress, so that with increasing population 
poverty and its accompanying evils might become worse than at 
present. The recognition of an evil describes a possible reform, 
ind each real reform accomplished is a step toward social justice. 
Perhaps the most important of all possible reforms are the regulation 
of monopoly and a change in the mode of adjusting wages. 
G. L. Arner. 


Mitts, H. E. Socialism; outline for reading and study. (Pough 


keepsie, N. Y.: H. E. Mills. 1914. Pp. 40. 50c.) 


ReprerN, P. The story of the C. W. S. The jubilee history of the 
Codperative Wholesale Society Limited, 1863-1913. (Manchester: 
Codperative Wholesale Society Ltd. N.d. Pp. viii, 439. 3s. 6d.) 

This volume “‘presupposes a general acquaintance with the codépera- 
tive store movement in England and Wales” and is what it purports 
to be—a story of the Codperative Wholesale Society. It is primarily 
1 record of events with a few of the principles of coéperation in- 
cluded. The numerous activities and undertakings of the C. W. S. 
ire chronicled. The conception, plans, operations, and the success 
or failure in practice of all the leading industries are given in detail. 
The time covered is long, the field is large, and the detail supplied 
s so great that the narrative moves slowly and, for those not 
familiar with the local and personal side, is at times dull and un 
interesting. Each particular incident is interesting in itself but a 
general narrative made up of particular incidents all of about 
equal importance does not hold complete attention through over 
100 pages of rather close type. 

The reader does not obtain a clear picture of the movement. 
His vision is obscured mainly by too many details and occasionally 
by irrelevant material. 

The book contains much of local interest. It will be more eagerly 
read by Englishmen than by Americans. In America we are more 
anxious to know the fundamental principles underlying coéperation 
and the methods and means of bringing it about than the detailed 
history. 
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o the human mind, the causal relationship existing between different 
phenomena. 

- author is very emphatic in insisting on the importance of 
he original schedules which are the raw material of statistics; h 
believes, contrary to the opinion of many sceptics, that there is 
nly one truth in statistics. 

As far as the reviewer has been able to ascertain, the data ar 

irefully collected and accurate, although the population figures 
for the United States in 1910 are probably derived from prelimi 
ary announcements and do not fully agree with those published 
n the final report of the thirteenth census. 

On the value and importance of machine methods of tabulation 
the author does not appear to be fully informed. He states (p. 18) 
that mechanical methods of tabulation have added nothing to the 
iccuracy and but little to the cheapness of statistical work. Ap 
parently he does not know of the important check on figures that 
is called machine verification ; and he does not appreciate the fact 
that the elaborate cross-classifications presented in recent statisti 
cal publications would have been impossible, except at prohibitive 
cost, were it not for the tabulating machines. 


E. A. GoLpENWEISER. 


NEW BOOKS 


3owLEy, A. L. An elementary manual of statistics. (New York: 
Scribner. 1914. Pp. 215. $2.) 


3nINTON, W. C. Graphic methods for presenting facts. (New York: 
Engg. Mag. 1914. Pp. xii, 371. $4.) 
To be reviewed. 


Burn, J. Vital statistics explained. (London: Constable. 1914. 
rp. 150. 4s.) 


Herpst, R. Die Methoden der deutschen Arbeitslosenstatistik. 
(Leipzig: Teubner. 1914. 5M.) 


Krause, A, Statistische Geographic. Tabellen aus allen Gebieten 
der physikalischen und politischen Erdkunde, iiber Verkehrswesen, 
Handel und Gewerbe, Heer und Marine. (Leipzig: Bérner. 1914. 
Pp. 146. 3M.) 


von Mayr, G. Statistik und Gesellschaftslehre. 1. Theoretische 
Statistik. Second edition revised. (Tiibingen: Mohr. 1914. 9 M.) 


Mortara, G. Tavole di mortalita secondo le cause di morte, per la 
popolazione italiana 1901-1910. (Rome: Cecchini. 1914. Pp. 79.) 


Papwortn, L. W. and ZimMeRMAN, D. M. The occupations of women 
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DOCUMENTS, REPORTS, AND LEGISLATION 
Industries and Commerce 


Tue Lumser INpustry. An extensive and painstaking investiga 


tion of The Lumber Industry has been made by the United States 


Bureau of Corporations. Part I, covering Standing Timber (Washing- 
ton, 1913, pp. xxiii, 301); parts II and III on Concentration of Timber 
Ownership in Important Selected Regions and Land Holdings of 


Large Timber Owners (1914, pp. xx, 264, with 8 ownership maps) ; 


ind part IV on Conditions in Production and Wholesale Distribution 
Including Wholesale Prices (1914, pp. xxi, 933) have been published. 
A subsequent part will treat of the retail side of the industry. 

The investigation upon which this report is based was conducted 
in response to certain Senate and House resolutions directing that 
information be obtained on “‘the causes of the high prices of lumber, 
and whether or not those high prices have resulted from any contract, 
agreement, or combination in restraint of commerce.” 

At its inception the investigation indicated that the control of 
standing timber meant the control of the whole lumber industry and 
hence the fixation of prices. Because of the lack of any reliable 
estimates of the amount of timber in the United States or of 
data concerning its ownership, the bureau found it necessary to cover 
these points as well as to ascertain the facts as to the movement of 
lumber prices, the price agreements among dealers, the nature of the 
business of manufacturing lumber and the analysis of the economies of 
large-scale production. 

The foremost facts shown and conclusions drawn are: 

(1) “The remaining supply of standing timber in continental United 
States (excluding Alaska) is now about 2,800 billion board feet, of 
which about 2,200 billion is privately owned” (pt. I, p. 1). “The 
present annual growth is estimated by the Forest Service at only 
about one-third the annual cut” (pt. I, p. 5). Without allowance 
for new growth or increase in consumption the bureau’s total for all 
timber in the United States would represent about 55 years’ supply 
and that for privately owned timber alone only 44 years’ supply 
(pt. I, p. 7). 

(2) “From 1897 to 1907 there was a remarkable advance in lumber 
prices. This advance ranged from 80 to 200 per cent, depending 
upon the kind of wood and the grade of lumber” (pt. IV, p. xviii). 

(3) Only a small fraction of the increase can be explained by the 
fact that “lumber agrees with other commodities in reflecting the de- 
preciation of gold” (pt. I, p. 180). 
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“Wherever the Bureau secured information showing that the same 
interest owned half or more of the stock of two or more owners of 
record, these holdings were combined and counted as one” (pt. I, p.14). 
In the investigation area it was found that (pt. I., p. 12): 
3 holders own over 1% of timber privately owned 
22 over 14 
48 “ nearly 


195 


The largest three holders are the Southern Pacific Company (105.6 
billion feet), the Weyerhaeuser Timber Company (95.7 billion feet), 
and the Northern Pacific Railway Company (36.2 billion feet). 

The figures quoted above understate the degree of concentration 
in ownership for three reasons: First, there are numerous interrela 
tions between timber holding corporations not amounting to control. 
Thus various timber companies, other than railroads, more or less 
closely associated with the Weyerhaeuser Timber Company, own 
291.9 billions of board feet (pt. I, p. 101-2). Second, “the large 
holders control great quantities of timber land which they do not 
actually own.” Third, “the large holdings, generally speaking, are 
of better quality than the small” (pt. I, p. 95). Maps of the large 
timber and land holdings are presented in parts II and III. 

(8) The large holders are speculative holders. For instance, “‘the 
Southern Pacific and the Northern Pacific are not cutting any timber, 
and the logging operations of the Weyerhaeuser Timber Company 
are small compared with its holding’ (pt. I, p. 100). 

(9) The public land policy of the federal government has been 
the main cause of the present concentration of timber ownership. 
The great railroad land grants, cash sales, forest lieu legislation 
and the homestead, timber and stone laws are contributing factors. 
The largest three timber holdings in the United States originated 
from railroad land grants. For instance, in the heavily timbered 
section between Sacramento and Portland, the Southern Pacific Com- 
pany is the dominating owner of a strip 680 miles long by 60 miles 
wide. 


The report on The Lumber Industry is an excellent piece of scientific 


work. The investigations were thorough, the data carefully analyzed, 


the statistical method sound, the prices collected with unusual care from 
actual invoices, and the discussion of the economic principles involved is 
reliable and well written. The facts set forth do, indeed “clearly point 


to the desirability of maintaining the integrity of the national forests, 
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Governor Glynn appointed as commissioner of foods and markets, 
Mr. John J. Dillon, the publisher of the Rural New Yorker, an in- 
fluential farm paper which has been prominent in arousing interest 
in the problem of marketing and in the framing and passage of 
the law in question. The commissioner has his offices in New York 
City and has begun to organize the work. 

It is too early to say just how valuable or successful this depart- 
ment will be in dealing with the marketing problem. But there is 
ample evidence that the framers of the law had an inadequate con- 
ception of the present organization of marketing and of the 
possibilities and methods for its improvement. 

The provision for the establishment of auction markets was made 
without any study of the efficiency, methods, or limitations of the 
auction markets of New York, Boston, and other cities. In New 
York the auction companies handle California and Florida citrus 
fruits and California deciduous fruits, a few Northwestern box apples 
and imported citrus fruits, pineapples, grapes, and bananas. There 
is also one auction company attempting to sell live poultry but its 
ultimate success is problematical, Numerous attempts have been 
made in various parts of the country to sell at auction other com 
modities than those enumerated, but they have always failed. It is 
to be hoped that a thorough study of the auction method both here 
and abroad will be made before the commission attempts the establish- 
ment of auction markets, which might be doomed to failure. 

The publication of a daily bulletin with price quotations might 
easily be made a serviceable thing, but here again there is no intima- 
tion as to how these quotations shall be arrived at. Shall they be 
obtained independently by representatives of the state, or shall the 


present quotations obtained by expert market reporters be used in 


this bulletin? It ought also to be borne in mind that the present 


quotations are spread broadcast both in the daily papers and by 


means of daily sheets sent out by wholesale produce dealers. 
According to a statement of the purposes of the law, published in 
the Rural New Yorker, it appears that the recently appointed com- 
missioner probably has too optimistic a view of the possible achieve- 
ments. Too much faith is placed in public markets, direct market 
ing, and wholesale terminal markets as correctives of the present 
system. The commission has begun its work by devoting its 
energies to the establishment of a codperatively 
market on the West Side in New York City. 
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1 Directory of the Manufacturing Industries of Maine (Augusta, 
1914, pp. 130). 


Circular No. 175 of the Agricultural Experiment Station of the 
University of Illinois deals with Economic Factors in Cattle Feeding 
by H. W. Mumford and L. D. Hall), more particularly with cattle 
feeding conditions in the corn belt. There are seven corn-surplus 
states, Ohio, Indiana, Illinois, Missouri, Kansas, and Nebraska. This 


is a continuation of studies made in Circular No. 169. 


Circular No. 177 of the same experiment station is entitled The 


Relation between Yields and Prices, by E. Davenport (pp. 8). 


Mr. Charles A. Conant has prepared a pamphlet on the Effect 
of the War om the Supply of Investment Capital (pp. 44). 


The Department of Trade and Commerce of Canada has published 
a pamphlet on Grain Inspection in Canada, by R. Magill (Ottawa, 
pp. 64). This gives a brief account of the methods of handling grain 
in western Canada in so far as these methods are the subject-matter 
of legislation. Interesting photographs clearly illustrate the opera- 
tions of this industry—the cultivation of the fields, sampling, grading, 


ind storage in elevators. 


The Full Report of the Royal Commission on Agriculture of the 
Province of British Columbia (Victoria, 1914, pp. 398) contains 
maps and charts and a large amount of source material in regard 
to the agricultural development of this province. Of special importance 
is the section devoted to marketing coéperation and agricultural credit 
(p. 123), in which a survey is made of experiments and institutions 


tried in different parts of the world. 


Corporations 


Tue First Report or tue Pustic Utitities Commission. 
On June 30, 1913, the legislature of Illinois passed an act establish- 
ing a state public utilities commission,’ and delegating to it the 
supervision and regulation of all public utilities within the state. 
The bill was vigorously opposed by representatives of the city of 
Chicago, upon the ground that the city should not be deprived of 
home rule in regard to its utilities. An effort was made to secure 


the enactment of a law establishing two commissions, one for the 


city of Chicago, and another to have supervision of all other utilities 
in the state, but this effort failed. ; 


*House Bill No. 907. 
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the companies, the city to receive 55 per cent of the net receipts, 


above a 5 per cent return to capital. It was provided that a 5-cent 
fare should be charged, and the properties should be operated under 
the supervision of a board of supervising engineers composed of 
representatives of the city and the companies. The city has already 
obtained some $14,000,000 as its share of net receipts. 

What effect the establishment of the new state commission will 
have upon this arrangement between Chicago and its traction com 
panies is as yet unknown. The city, the board of supervising 
engineers, and the companies have proceeded upon the assumption 
that the creation of this commission will not affect the local situation. 
Under the terms of the law it appears that all control is now vested 
with the state commission, and that, therefore, any further control 
by the city is illegal. On the other hand, it may be asserted that 
these contracts were entered into by the city when it possessed the 
power to make such contracts, and that, therefore, the commission 
cannot assume control until the expiration of the ordinances in 1927. 

In view of the strong home rule sentiment which prevails in Chicago, 
it is thought likely that the commission will endeavor to respect the 
irrangement existing under the present ordinances as long as possible. 
Thus far it has done so. It has made no orders regarding the Chicago 
street railway companies except orders pertaining to the issuance 
of securities. That the city will deny the right and authority of the 
state commission to assume control of its street railways is indicated 
by its recent action, in the application to the commission of the 
town of Berwyn for a 5-cent street car fare to and from Chicago. 
In this case the city of Chicago, through its corporation counsel, denied 
the power of the commission to make such a requirement, and main- 
tained that the act establishing the commission was a violation of 
the Constitution of the United States and of the constitution of the 
state of Illinois. However, the commission was able to decide upon 
the application of the town of Berwyn without passing upon these 
claims of the city of Chicago. But the matter will inevitably come 
to an issue. When the time comes no one can predict the attitude 
of the courts. 

The report raises one question regarding capitalization which is 
of far-reaching consequence. The commission has granted its approval 
of the issuance of securities, the proceeds of which are to be used 
largely for the construction or enlargement of properties in other 
states. For example, the Chicago, Milwaukee and St. Paul Railway 
Company was authorized to issue $80,000,000 of bonds, a large part 


162 Reports [ March 


of the proceeds of construction of additional 


track, branch li vater stations, passenger sta 
tions, etc., in So », Montana, and Michigan. 
These bonds were mmission since some of the 
property agains re to be issued was located 
within the state ( r these circumstances, the com- 
mission presumal ral powers in passing upon the 
entire issue. rh public utility commissions in 
many other states - ns to pass upon all securi- 
ties representing ns against, property within the 
state. Even th 1 lien against property in 
more than one s that the entire issue must be 
approved by the ng a state having such a law. 
This is the prin nois commission has proceeded. 

This anomalous n to give rise to trouble. Under 
this system, or | be that a utility corporation 
will be required 1 of two or more state com- 
missions before irities. In this case the ap- 
proval granted ght be denied by another, or 
the various com! nable to agree as to the amount 
of securities pr the terms upon which the 
securities should t prove exceedingly inconvenient 
to a corporation nto several issues, each issue 
to be secured si within a particular state; and 
it might prove d es thus divided if the entire 
property wert t would appear that the only 
solution is fede rities in the case of utilities 


doing an intersta 
E. HEILMAN. 


University oT 


The Annual ! missioner of Corporations for the 
Year Ended Ju 1914, pp. 47) gives a review 
of federal supe s; beginning with a suggestion 
made by Senat 9. The history and work of the 
Bureau of Cor; 1 and the functions of the new 
federal Trade ‘ marized. The Trade Commission 
act is also repr new act to supplement existing 
laws against un! monopolies. There is a complete 
list of the repor reau since its establishment. 


From the sec has been received Blue Sky 


in 


Fu 
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Law: Regulating the Sale of Stock of Corporations, Both Foreign and 
Domestic, with Forms (Austin, 1914, pp. 57). 


The Public Utilities Commission of Ohio has published 4 Uniform 
Classification of Accounts for Electric Utilities, Effective January 1, 
1915 (Columbus, 1914, pp. 112). 

The Boston City Planning Board has made a report on the Larger 
Aspects of Passenger Transportation in Metropolitan Boston (Bos- 
ton, City Hall, 1914, pp. 13, map). This treats of Boston's transpor- 
tation problem from three points of view, physical, corporate, and 
financial. The physical deals with needed improvements in the service ; 
the corporate covers mutual relations of the various public service 
corporations; and the financial, the method of paying for suggested 
improvements. 

Students of corporation economics will find interesting data in the 
Preliminary Report of the Department of Public Service upon Inter- 
locking Control of Public Utilities in the City of Chicago (Montague 
Ferry, commissioner, July 1, 1914, pp. 99). This contains a chart 
showing the membership of various persons upon the directories of 
the several Chicago public utility commissions. 

A pamphlet by Mr. Samuel Insull, president of the Commonwealth 
Edison Company of Chicago, on Centralization of Power Supply (pp. 

contains interesting illustrations of the economics derived from 
nsolidating industrial plants engaged in furnishing light and power. 
There are many charts and tables illustrating the development of the 


industry under consideration. 


Labor 
The following bulletins have been received from the United States 
Bureau of Labor Statistics: 

No. 146, Wages and Regularity of Employment and Standardization 
if Piece Rates in the Dress and Waist Industry: New York City 
Apr. 28, 1914, pp. 313), by N. I. Stone. 

No. 150, Wages and Hours of Labor in the Cotton, Woolen, amd 
Silk Industries, 1907 to 1913 (May 11, 1914, pp. 185). 

No. 151, Wages and Hours of Labor in the Iron and Steel Industry 
in the United States, 1907 to 1912 (May 15, 1914, pp. 550). 

No. 153, Wages, and Hours of Labor in the Lumber, Millwork, and 


Furniture Industries, 1907 to 1918 (May 21, 1914, pp. 160). 
No. 154, Wages and Hours of Labor in the Boot and Shoe and 
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Hosiery and 107 to 1913 (May 22, 1914, 
pp. 131 

No. 155, lents to Employees of the United 
States. e} i e Act of May 380, 1908 (Sept. 
17, 1914, py 

No. 160, H nditions of Labor of Women in 
Indiana Mer nd Garment Factories (Oct. 16. 
1914, P} 198 r and Frances W. Valentine. 


This is a cont n women in industry. 


The Fourth United States Bureau of Mines 
(pp. 101 accidents in this industry. 
During the pa men were killed and more than 
100,000 injur : metallurgical industries of the 
country. On und one quarter of the injuries 
are regarded é [he director makes a plea for 
more extended art of the federal government 


in order to p1 


The First ymmission on Industrial Relatio 
(Washington brief analysis of the testimony 
which has | mmission, arranged under topical 


} 


t public hearings and 


headings. P ecured at 


a part throug 


In Noveml passed a resolution ordering a com 
pilation of J s Relating to Convict Labor. The 
results of th published as a senate document 
(Washingtor 1, 63 Cong., 2 Sess., 1914, pp. 238 


Difficulty wa nit tatistical data, as no funds 


were prov ide 


Bulletin 67 f Labor of New York deals with 


International 


The Opin neral of Minnesota on the Constitu 


tionality of Minimum Wage Law and the Decision 


of the Oreg n the Constitutionality of the Oregon 


Law has b pamphlet by the Minimum Wage 


Commission 


The Minin n of Massachusetts has published 


two addition t on Wages of Women in the Candy 


Factories in Mas n, 1914, pp. 37); and No. 5, Wages 


of Women in ; Massachusetts (pp. 41). 
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The Legislative Reference Bureau of Illinois has issued a pamphlet 
on Workmen’s Compensation Act and Rules of Procedure (Springfield, 
pp. 51). This has a summary of the appropriations which have been 
made in different states for the administration of compensation bureaus. 
The general rules of the Industrial Board are given and also tables 
of compensation. 


The Employers’ Liability Commission of New Jersey has published 
a Tabulation of the Causes of Accidents, compiled from the reports 


of the Department of Labor of New Jersey (Trenton, 1914, pp. 30). 


The Third Annual Report of the Industrial Insurance Department 
of Washington for 1914 (Olympia, 1914, pp. 125) notes that ad- 
ministrative cost is decreasing. It is believed that the employers are 
not paying any more than they were formerly paying to the casualty 
companies for the limited protection they were able to give and that 
the injured workmen are receiving at least three times as much as 
under the former system. It is, however, difficult to reach the casual 
employer. 


The American Association for Labor Legislation (131 East 22d 
St.. New York) has published Standards for Workmen’s Compensa- 
tion Laws, in which an effort is made to standardize and make uniform 


the various features of workmen’s compensation laws (pp. 12). 

The Third Report of the Factory Investigating Commission of New 
York, 1914 (Albany, pp. 676) is devoted primarily to a wage investi- 
gation which was undertaken in certain industries, more particularly 
the confectionary and paper box industries in New York City, and 
to the recodification of the labor law. A long appendix of more than 
200 pages on the minimum wage legislation, by Irene Osgood Andrews, 
is included, and also a bibliography of about 25 pages on the minimum 
wage by C. C. Williamson. 


Dr. Frank O’Hara, associate professor of economics of the Catholic 


University of America, Washington, prepared a report for the Oregon 
Committee on Seasonal Unemployment, Unemployment in Oregon. Its 
Nature, Extent, and Remedies (pp. 39). 


The Fourth Anniversary Bulletin of the Joint Board of Sanitary 
Control in the Cloak, Suit and Skirt and the Dress and Waist In- 
dustries, October 31, 1910—October 31, 1914 (31 Union Sq., New 
York, pp. 48), is an optimistic summary of the work of this board 
in the past with anticipations as to the future. Charts and illustrations 
impress upon the reader the problems which are involved and some 
of the reform work which has been accomplished. 
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The United S [Trust Company of New York 
has issued its tw ['rust Companies of the United 
States (1914, py st companies increased during 
the past year $ tate regulations in regard 
to the characte n each state and the reserves 
required by law howing the growth in number 
of trust compar No other publication presents 
so complete a r banking business. 


NATIONAL F1 f the volume on Wealth, Debt 
and Taxation leral Census Bureau, similar 
to the volume o1 have been published. These 
are National a1 nd Funds and Investments, 
1870-1918 (Wa he Census, 1914, pp. 203) and 
Taxation and ] State and Local Governments 
(Washington, | 14, pp. 275). The first men- 
tioned contains f the federal debt by years 
for the period summary statement of the debts 
and funds of n 1912 (or 1913); a summary 
statement of t f the states as a whole for the 
vears 1870, 18§ mmary statement of the debt 
and funds of ea r 1880 and 1890-1913, accompanied 
by a descript nt for each state, for the period 
1893 to 1912 years the amount of each issue 
of bonds and each fund. The analyses in the 
summary table 1 and might advantageously be 
extended so as v of the growth of different classes 
of indebtedness grouping of geographical divisions. 

The total i: tates at the latest date for which 
figures were a . 796,525, comprising $364,836,427 in 
bonds, $38,530 public trust funds, and $19,429,956 
floating debt. ry funds was $345,815,954. If we 
deduct the c n sinking funds the net debt will 
be about $21 re includes $38,530,142 of “special 
debt to publ really represents nothing but an 
obligation of 1 te for certain public purposes sums 
representing t t on the debt. If we deduct this 


amount the n at about $186,500.000. As will 
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appear below, this is considerably less than the amount of income- 
producing securities held by the states in public trust funds. 

The per capita debt less sinking funds in 1913 was $3.57 as com- 
pared with $9.15 in 1870, $5.48 in 1880, $3.87 in 1891, $3.10 in 
1900, and $2.67 in 1909, the lowest figure recorded. The highest 
per capita figure in 1913 was that for Massachusetts, $22.78. About 
$14.50 of this amount, however, represents contingent debt incurred 
on behalf of local bodies. The other states with per capita figures 
over $5 are Arizona ($13.28), Virginia ($10.46), New York ($9.05), 
Rhode Island ($9.02), Louisiana ($7.89), Nevada ($6.70), Con- 
necticut ($6.12), Alabama ($5.95), Idaho ($5.92), Maryland (#5.56), 
Tennessee ($5.32). In thirteen states the per capita figure was less 
than $1, while in Pennsylvania the sinking fund exceeds the debt. 

The bonded debt in 1913 was $364,836,426, against which the states 
held sinking funds of $76,680,571, leaving a net bonded debt of 
$288,155,856, more than 57 per cent of which was represented by 
the debts of Massachusetts and New York. The total bonded debt 
in 1870 was $313,887,639. It steadily decreased until 1896 when it 
was $174,810,210. Since that date there has been a steady increase, 
the figure for 1909 being $251,146,173. Between 1909 and the latest 
date available, a period of three years, in the case of some states, 
and four years in the case of others, there has been an increase of 
nearly $114,000,000. An examination of the figures shows that five 
states are responsible for $94,552,669 of this increase; New York, 
$68,472,000; Massachusetts, $7,614,500; California, $6,967,000; Mary- 
land, $6,309,169; Conecticut, $1,190,000. In New York there has 
been an increase of $46,407,000 in canal bonds and $23,000,000 in 
highway bonds. Approximately half of the increase in the other four 
states is accounted for by the issue of highway bonds. The floating 
debt of the states also increased from $10,007,912 to $19,429,956 
during the same period. 

The funds held by the states amounted in 1913 to $490,804,975, 
comprising $136,975,610 in cash and $353,329,365 in securities. If we 
deduct from the latter figure the sinking funds and the special debt 
obligations to trust funds, there remains $237,818,652 of securities 


in funds the income of which is available for meeting state expendi- 
tures. Over $216,000,000 of these securities are held in common 
school funds and the greater part of the remainder in funds for 
collegiate and university education. Of the securities in the common 
school funds $67,734,108 are held by Texas and $22,658,381 by 


Minnesota. South Dakota’s common school fund amounts to over 
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$10,000,000 and with the exception of Mass- 
achusetts, New ¥ Indiana, west of the Miss- 
issippi) have fu 00 and $10,000,000. In 


1880 the securit sinking funds, and special 
debt to public $48,309,351. The most 
marked increase h funds has taken place 
since 1900, in \ nted to $105,376,212. 
These are som t facts which can be gleaned 
from this report would repay careful analysis. 


The total fund p. 87) is given as $10,178,750 


instead of $10.17 " inconsistency between the 


amount of Virgi b] trust funds as stated on 


pages 17 and 1! f this inconsistency may bs 


found on page 


The second pa ’ nd Revenue Systems of State 
and Local Gover s of the corresponding por- 
tion of the 1902 immary of the constitutional 
and statutory pr regard to state, county, and 
municipal taxatio port does not cover sources 
of revenue other t] main title might seem to 
indicate. A separ true, is devoted to school revenue 
in each state, but rreatly in completeness. Thus 
in the case of T t the constitution establishes a 
permanent schoo] is of the sales of public land 
and from other s st derived therefrom and the 
school taxes mak hool fund, but from the state 
ment in connecti ne would learn that there 
was any such fund phlet shows that the securities 
in the common si te amount to over $22,000,000. 

As it is, howey tains a mass of information not 
brought together 1 to the taxation systems of the 
states. Unfortur xamination of the portion dealing 
with Rhode Islat hich the writer is most familiar, 
does not tend to n its accuracy in details. It is 
stated (p. 204) liable to taxation on shares 
held in any corp: hout the state when the corpora- 
tion is taxed for the value of its property and 
that, when the &: less than this amount, the 
shareholder is taxed ference between the market value 
of each share a1 mount per share at which the 


corporation was r the act of 1912 shareholders in 
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corporations without the state are taxed at the rate of four mills on 
the dollar with no deduction for any taxes which may be levied on 
the corporation in the state in which it is situated. The only exception 
is in the case of holders of shares in national banks situated outside 
the state, the shares of which are taxable where the bank is situated. 

On the same page it is stated that actual indebtedness may be 
deducted from personal property liable to taxation. Under the act 
of 1912 deduction for debts can be made only against money on 
hand at interest, or on deposit, or debts due from others. On page 
205 is the statement that the taxes on shares of national banks 
collected by the state treasurer are apportioned to the towns or cities 
in which the banks are situated. As a matter of fact, this is done 
only in the case of the shares owned by non-residents of the state. 
On page 207 it is stated that towns may divide themselves by vote 
into school districts. The district system was abolished more than 
ten years ago. On the same page it is stated that public service cor- 
porations given a franchise by a municipality are required by state 
law to pay such portions of their gross earnings, not to exceed three 
per cent, as may be agreed upon by the terms of the franchise grant. 
This is correct, but it fails to note that subsequent acts granting 
exclusive franchises to the street railway and electric lighting com- 
panies in Providence authorized a tax of between three per cent and 
five per cent of the gross receipts of those companies. The street 
railway company has for many years paid five per cent in Providence. 

No mention is apparently made of the special tax of one per cent 
of gross earnings levied on street railways under chapter 216 of the 
public laws. 


Henry B. GarpNer. 


Taxation or Corporations. The Bureau of Corporations has pub- 
lished another instalment of its studies on the taxation of corporations. 
This last is entitled Taxation of Corporations. Part V. Mountain and 
Pacific States. Report of the Commissioner of Corporations on the 
System of Taxing Manufacturing, Mercantile, Transportation, and 
Transmission Corporations in the States of Montana, Idaho, Wyoming, 
Colorado, Utah, Nevada, Arizona, New Mezico, Washington, Oregon 
and California. September 8, 1914 (Washington, 1914, pp. xiii, 236). 

There is no doubt as to the general usefulness of this series of pub- 


lications. Just because they are so good it is worth while to urge 
that they be made better. 


The following criticisms apply only to the statements concerning 
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California. I} 


like criticism 


and corrected 


to excessive con 


tion of compan 
i, manufacturing 
1 difficulties of 


in order to cov 


Specific err 


Page Xl. 


porations solely 


states taxes. 


context a wro 


are taxed for 


locally and tl 


Same page. 


from corporati 
York.” This 
figures refer to 
But the natura 
all told, than 


not true. 


Pages 2 and 


i are not taxed | 


and are taxed | 


Such companies 
Whether it bs 


state purposes 


in the statem« 


companies. 


Page 4. 


in the report 


case, which 


i license tax do 
i: Page 13, tal 
i the taxes on 


bi assesses water 


true. So far 
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ype that they may call out 
to a new edition, ‘revised 
irt errors or half-truths 
arise from the limited selec- 
th the intent to deal only with 
nd transmission companies, 


lasses have to be mentioned 


in California] on all cor- 
eld about 76 per cent of the 
ically correct, conveys in its 
true that all corporations 
lrawn between property taxed 
ild have been indicated. 
ected more than $11,000,000 
nly by Pennsylvania and New 


true if it specifies that the 


nd retained by the states alone. 


a corporations pay more taxes, 


’ennsylvania and New York is 


that manufacturing companie s 
which here omits the franchise) 
sed in the business”’ is incorrect. 
property, except the franchise, 
10t, the franchise is taxed for 
should also have been cared for 


st the same as manufacturing 


s described correctly elsewhere 
dently forgot that the Mulford 


t been reversed and that the 


ompanies. 


ird of equalization also assesses 


panies is omitted, and that it 
eipts is implied although not 


investigation is concerned, the 


statement Is ¢ 


Page 202. 


ad valorem tax 


“require separ 


The constitution does not 


It specifically permits of a state 
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“Second.” The state does not tax all public service companies 


on gross receipts. Water companies are not included. It also taxes 
bank stock on book value. Moreover, the tax on the selected public 
service companies is expressly declared to be a tax on the property 
and franchises although measured by the gross receipts. This is 
a distinction which is legally of great importance. 

Again on the same page the distinction between taxable stocks 
and bonds and non-taxable does not turn solely on the situs of the 
property of the companies. It turns on the home of the company 
also. But that point is of small practical interest anyway because 
the important thing is that under the new system banks and in- 
surance companies may hold exempt from taxation stocks and bonds 
of foreign corporations. 

Page 203. Here and elsewhere it is stated that the franchise 
tax is levied on “certain other companies,’ which seems to imply 
positive selection. The fact is, it is “all other companies” except 
those like the churches, a very few educational and similar classes 
all of whose property is all exempt after the old American traditions. 

Page 204. As there are two ways of apportioning interstate 
receipts, (1) road mileage and (2) shipment mileage, the phrase 
“proportionate interstate receipts’ is inexact. California uses ship- 
ment mileage. Again, insurance companies are allowed to deduct 
from the taxes due the state the taxes paid locally on their real 
estate. The tax on banks covers all banks, not “certain’’ ones, and is 
based on paid-in capital stock, surplus and undivided profits (not 
“the value of shares of capital stock’’) less the assessed value of 
the real estate as assessed for county (not municipal) purposes. 
“With deduction for locally assessed real estate” is too vague. 

Part II, dealing with the Details as to the Constitution and Statutes, 
is apparently by another hand, for the analysis is much more exact 
and the language carefully chosen. 

But on page 208, where it is stated that “credits with building and 
loan associations are treated as an interest in the property of the 
corporation and are not assessed to the creditors or owners,” no men- 
tion is made of the important fact that savings bank deposits are 
likewise included. 

On page 222, the loss from the repeal of the corporation tax is 
given as $1,600,000; this, it is not stated, is the biennial loss, not the 
annual. 

While the above array of errors makes a bad showing, they are not 


perhaps so bad as the assembling of them appears. With a few 
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other minor exc: pilation, so far as California 


is concerned, is 


I am quite aw s to give a correct analysis 
of the tax laws I is lived with them intimately 
for years. But lations are used by attorneys, 

bs accountants, and ment of large sums of money 
: is involved, the d nt is not an excuse for falling 
4 short. The firs rred to are alone sufficient to 
make a would-b ! orporations timid. Yet the 
fact is corporat in tax matters in California 
as anywhere. ‘J rs to the elaborate care taken to 
fix the corporati t as nearly as might be the 
same burden as Official statements concerning 
taxes should be t than concerning other matters 
because they ref me down to specific exactions 
of definite sums iens on property which may be 


serious if negle 
C. PLenn. 
University of 


The First 


B 


ommission of the State of 


South Dakota, | , 114, pp. 532) has appeared. More 
than 100 pages red codification and amendment 
of the revenue n also has a long list of recom- 


mendations as 
The 
(Columbus, 1914 ( pp. 24) is devoted to the routine 
statistical tables 


Fourth A Tar Commission of Ohio, 1918 


t The Sixth An Statistics of Municipal Finances 
i of Massachusett n. Bureau of Statistics, 1914, pp. 


257) shows thi rdizing the accounting systems of 
Massachusetts. tables are thus annually becoming 


more and more 


Mr. William 1 to the Board of Commissioners of 
the District of ¢ 1 Methods of Municipal Assess- 
ment and Tarati Columbia, completed to September 


1, 1914 (Washi 


The Report « sioner for the Biennial Period 1913 
and 1914 of Cor rd, pp. 260) is unusually full. It 


contains a discu nt, notes the decrease of the in- 


fi 
i 
4 
} 
| 


1915 | Public Finance 173 


heritance tax, refers to the taxation of the New York, New Haven 
and Hartford Railroad; and the appendix contains forms of assess 
ment, a summary of the recent decisions of the Supreme Court of 
Errors relative to the subject of taxation, and addresses delivered 
at the annual conferences of state tax associations held at Hartford 
in 1913 and 1914, 


The report of the Special Commission of Nebraska on Revenue and 
Taxation, 1914 (Lincoln, 1914, pp. 248) has chapters on the general 
property tax which is severely criticised, the real estate tax, mortgage 
tax law, taxation of corporations, separation of sources of revenue, 
problems of administration, income taxation, the inheritance tax law, 
occupation tax on manufacturers and dealers in liquors and tobacco, 
and the taxation of grain dealers. 

There is also to be noted the Proceedings of the Fourth Biennial 
Conference Convention of the Tax Commission and the County 
Assessors of the State of Kansas, held at Topeka, December 8-9, 1914 
Topeka, 1914, pp. 84). 


The Legislative Reference Bureau of Illinois has published Illinois 
Party Platforms, 1914, with Select Bibliographies of Available Ma- 
terial on File in the Legislative Reference Bureau, Relating to the 
Subjects Enumerated Therein (Springfield, pp. 43). For example, 
on the subject of taxation there is a two-page list and on minimum 


wage a page and a half. 


The New York Tax Association has for distribution What the Taz 
Survey Shows, a report of the Committee on Taxation of the Con- 
ference of Mayors and Other City Officials, and the resolutions of the 
conference held at Auburn, June 3-5, 1914 (pp. 15). 


The Twenty-fourth Annual Report of the New York Tax Reform 
Association for 1914 (29 Broadway, New York) gives the usual sum- 
mary of legislation and the compilation of tax amendments to the 


state constitution during the past year. 


The National Tax Association (15 Dey St., New York) has dis- 


tributed the Report of the Committee on Tazration, presented at the 


meeting of the American Bar Association, October 20-22, 1914 (pp. 


25). The report is chiefly concerned with the legal and administrative 
phases of the law imposing an income tax upon individuals. The 
committee avoids discussion of the wisdom of the tax itself. ‘Apart 
from specific defects the structure and language of the act as a whole 


is open to the gravest objections. A revision of the law should there- 
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fore extend to i ts substance, The entire act 
should be recon 1 be placed upon the statute 


book an income ta press¢ d as to be convenient 


for reference, co! id capable of being under 


stood by a citiz 


The National for circulation: Make Real 


Taz Reform Poss Voting (pp. 24), a pamphlet first 


issued by the Leg f Oregon; and Concerning 


the T aa Amendm yf Kansas. The Tax Com 
mission of Kansa piled a series of letters from 
if various authoriti proposed amendment to the 
i constitution. Th ther and reproduced in this 


pamphlet. 


In the Proce 


( in the City 
of New York, f . York, ( 


olumbia University 
containing a coll I ‘evision of the state con- 
stitution, there is itional provision for a budget,” 


by Frederick A. ( 


Bulletin 127 o Census deals with Chinese and 


Japanese of the [ gton, 1914, pp. 50). A large 

li part of this mate y published in the population 
volumes of the 7 he bulletins for the several 
states. The pr vever, deals with agricultural 


statistics. 


The Commonw ind Statistics of Australia 
has published du 101-1910 (Melbourne, 1914 
pp. 75). Tables a1 rtality experience of the com- 
monwealth for t ting to male lives are printed 
ae on white paper a female lives on tinted paper. 
The tables of el h form the mortality basis of 

‘ 4 the succeeding n portion of the results of an i 
ke i extensive investig perience of the commonwealth 
and its componen periods, 1881-1890, 1891-1900, 
:| and 1901-1910. mprise, for each sex, for the 
rates of interest per t, 4 per cent, 414 per cent, 
and 5 per cent, n columns and the annual and 
continuous values ngle premiums, and annual 


premiums. 
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Social Problems 
Hovsine Reports. Among American housing documents the First 
Annual Report of the Homestead Commission, 1913 of Massachusetts 
Boston, Pub. Doc. 103, 1914, pp. 336 is unique in its comprehen- 
siveness, and in its emphasis on municipal cottage construction, on 
cheap loans from the state for the building of workingmen’s houses, and 
on municipal land purchase for housing purposes. The commission 


was created in 1911. Its prior publications have appeared as House 


bills or labor bulletins (as bulletin 88, Homesteads for Workingmen, 


1912). Only 64 pages of this “first annual report” are devoted to 
the activities and recommendations of the commission; the remaining 
50 pages summarize the housing policies of the nations and provinces 
of Europe, Australasia, and South America. The report deals chiefly 
with the organization and suggested activities of local planning boards 
ch. 494, Acts of 1913), methods of financing cottage construction, tax 
exemption of $2000 on each house, assessment of betterments, a defense 
of state aid for home building, statistics of infantile mortality and con- 
gestion, and recommendations. The major contribution of this docu- 
ment is its elaborate appendix which is a highly valuable accession to 
housing literature. It contains the questionnaire (sent to diplomatic 
and consular officers) and the replies from 35 nations or provincial 
governments. 

There is some evidence of carelessness in preparation of the report 
and of the use of data at second hand and without discrimination 
e.g. p. #8, the quotation from Dr. Darra-Mair’s “Back-to-Back 
Houses” via the Jahrbuch der Wohnungsreform of 1911; Darra-Mair 
is also misspelled as Darr-Mair). Crude infantile mortality rates are 
quoted (pp. 51-53) to show “the urgency of the work of improving 
home conditions,’ though the correlation is far from clear and is 
indeed shown to be dubious by the distribution of infant deaths in 
Boston. There is also a tendency to unsubstantiated and quite debat- 
able generalizations (e.g., the first and the last sentences on page 49). 
Nevertheless the compilation is highly useful and the bills of th 
commission are good. 

Several papers which deal with the radical measures for housing 
and town planning recently enacted in Canada are incorporated in 
the Report of the Fifth Annual Meeting of the Commission on Conserva 
tion of Canada held at Ottawa, Jan. 20-21, 1914 (pp. x, 287). The most 
important of these are G. Frank Beer's report on the “Work of the 
Toronto Housing Co.” (pp. 116-120) and the texts of the Quebec 


“Act to assist in the construction of dwelling houses,’ the Ontario 


175 

t 


176 : nd R ports {[ March 


“Act to encour tion in cities and towns,” and the 
Alberta “Act 1 ining’ (pp. 239-258). 

The Report Committee Appointed by the Local 
Government B Inquire into the Housing Conditions 
of the Work: y of Dublin, Cd. 7273 (Dublin. 
Alex. Thom p. iv. 80, illus.), examines housing 
conditions of 7 nal houses, 24,500 in houses built 
by philanthr 10 tenants of commercially built 
dwellings. ( rents and crowding are briefly 
treated. Spe h municipal powers for house con 
struction and 7 of the housing schemes of the 
Dublin Corpo1 te companies. There are re 
mendations f 11 housing and control of privat: 
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The Housin Conference of the Institution of 
Municipal and Great Yarmouth, July 16-17, 
edited by Th E. & F. Spon Ltd.; New York, Spon 
& Chamberlai 7), contains nine papers, each 
followed by dis rs are with but one exception written 
by city engine nd deal chiefly with the designing 
of estates and factors which determine building 
costs. The |! es 5 field are outlined by C. F. Wilse; 
of Birmingha1 f Ruislip-Northwood, by W. Louis 
Carr. The ad Brown, “The housing problem and 
its solution’ rs useful details concerning the de 
sign, equipm«e ises erected by local authorities 
throughout Eng yffered is meager. 


James Forp. 


The Second nief of the Children’s Bureau 


to the Secretar 4 Year Ended June 30, 1914 
(Washington large share of the attention of the 
bureau has b bject of infant mortality and the 
improvement th registration. Attention has also 
been given to 1 labor, mothers’ pensions, juvenile 


court, f¢ eble I reation. 


Bulletin N States Bureau of Education contains 
the papers | ting of the Vocational Guidance 
Association, ‘ ] itional Guidance (Washington, 


1914, pp. 94 
From the Cl as been received Infant Care, by Mrs. 
Max West (Was p. 87). 


19 


i" I 
19 
i; 
) 


1915 | Insurance 177 


Bulletin No. 2 of the Homestead Commission of Massachusetts 


Boston, 1914, pp. 12) contains Information and Suggestions for City 
and Town Planning Boards. 


A bulletin of the Russell Sage Foundation Library for December, 
1914, has a three-page bibliography on Emergency Relief, prepared 
by F. W. Jenkins and E. L. Black (130 East 22d St., New York). 


Insurance 

WorKMEN’s COMPENSATION IN Ontario. The workmen's compen- 
sation act of Ontario (4 Geo. V., ch. 25, assented to May 1, 1914) 
carries no important provision not before known in the world’s practice. 
Yet, taken all in all, it is of much more than ordinary interest, 
especially for us in the United States. It is radical; it is the seven- 
teenth compensation law in the British Empire; and its field is near 
us, in that Canadian province which, in an industrial way, is the 
ost advanced and the most closely related to this country. 

As other British acts, it naturally shows many influences from earlier 


legislation of the mother country. The provisions for the inclusion 


of industrial diseases (section 100 and schedule 3) are 
right from the statute of the United Kingdom, 


of other substantive provisions and a larger number of definitions, 


distinctions, and minor rules and policies. But, on the 


taken out- 


So, too, are a number 


whole, the 
Ontario law is most notable for its wide departure from what had 
come to be considered British standards. Rather it is American in 
general character and most like the more radical American statutes. 
lt has some conspicuous likenesses to the New York act of 1914. 

In organic relation to the compensation law is a new employers’ 
liability law. In fact, the two laws are but parts of the one act, part 
| covering compensation and the brief part II covering liability. 
Neither part applies to “farm labourers or domestic or menial servants 


or their employers” (109); and, apparently, neither applies to the 


general run of public employments, but only to private industry and 
such industry conducted by minor public bodies as may be brought 
under part I (105; 2). But, with the exceptions noted and to be 
noted, the two parts together are to cover all industrial occupations. 
Of the liability law little needs to be said here. It imposes upon 
the employer no liability except for defects in ways, works, machinery, 
and the like, or for negligence of himself or his servants (106); but, 


when there is such defect or negligence, the common law defenses 


of assumed risk and the fellow servant cannot be used (106; 107) and 


contributory negligence becomes comparative negligence (108). In 
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vance in extending its benefits not only to paid members of the 
employer's family (11) but also, at his option and within limits, to 
the employer himself (12). This permitted inclusion of employers 
is not unknown on the continent of Europe; but, as far as I know, 
it is found only there, in Ontario, in Washington, and in California. 
The awards of the new Canadian law will prove rather more liberal 
than can be had in most other parts of the world. In cases of dis- 
ability continuing more than seven days, the awards run from the 
first day of the disability (3,3). The general basis of the awards, 
55 per cent of the lost earnings (33; 37; 38), is not extremely high; 
but the payments are long continued. Payments to a widow do, 
indeed, cease at her remarriage; but, at such an event, she receives 
in a lump sum the equivalent of two years’ payments (34, 1), and 
any payments which had been made in behalf of her orphan children 
are continued as before, until they reach sixteen years (34,2 
Awards for disability, partial or total, temporary or permanent, run 
as long as the disability continues (37-40); and the amounts have 
no fixed minimum or maximum, except as there is a maximum of 
$2000 a year at which earnings of employee or employer may be 
reckoned (41). Nothing like a life annuity of $1100 can be had under 
any other compensation law. 

For the purposes of general administration there are most of the 
familiar arrangements of the ordinary American statute: as to notices 
20; 99), against agreements to waive rights (16), subjecting settle- 
ments to official approval (17), forbidding contributions by employees 
(18), against the attachment of awards (19), requiring submission 
to medical examinations (21), authorizing reviews (23) and commu- 
tations (25-28) of awards, allowing employers credit for advanced 
payments (42), directing enforcement by judicial process (61; 68), 
and many others. The optional substitution of mutual benefit schemes, 
of at least equal advantage to employees, not uncommon in America 
and the general rule in British acts, is not allowed in Ontario. There 
are no definite ratings of specific injuries. Nor are there any allow- 
ances for medical or surgical treatment, even in cases of fatal injuries. 

The most striking features of the act are seen in the general arrange- 
ments for administering the compensation system. For the first time 
in the British Empire, for the first time outside of the United States, 


a compensation law both compels insurance in a state fund and is 


administered by a specially constituted commission. Employers for 


the time being within the 44 classes of schedule 1 (manufacturing, 


mining, construction) are required to insure their liabilities under part 
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powers to perform them. It has equal authority with the Supreme 
Court in compelling witnesses and records (55). It has full authority 
to decide whether a case of accident should go to the courts as an 
action at law or come before itself as under part I (60, 2, c; 64, 4). 
And, in these and other premises, its authority is not only exclusive 

n the first instance but quite final. 

The Board shall have exclusive jurisdiction to examine into, hear and de- 
termine all matters and questions arising under this Part and as to any 
matter or thing in respect to which any power, authority or discretion is 
conferred upon the Board, and the action or decision of the Board thereon 
shall be final and conclusive and shall not be open to question or review in 
ny court and no proceedings by or before the Board shall be restrained by 
injunction, prohibition or other process or proceeding in any court or be 
removable by certiorari or otherwise (60, 1). 

In particular, the board, has general control of the “accident fund,” 
with a wide range of discretion. The presumption is that the half- 
hundred classes of industry are to be considered separately in the 
determination of premium rates (84, 1); but there may be different 
rates for sub-classes (74, 2), for “‘industries’” (74, 4), and for in- 
dividual employers (85, 3). The merit rating according to hazards 
is contemplated, undoubtedly; but it is permitted (74, 4; 85, 3), not 
commanded. In making rates, as in most of its work, the board has 
freedom of action. Premiums may be rated on pay-rolls (85, 1) or 
not (84, 2). 

The declared basis, or principle, of the accident fund is sound. 
Premiums are to provide for current claims, expenses, and reserves 

85, 1), so as “not unduly or unfairly to burden the employers in 
any class in future years with payments which are to be made in 
those years in respect of accidents which have previously happened” 
71). Such terms, which are repeated with only the slightest changes 
84, 1; 91), and the references to the maintenance (70; 72; 91) and 
investment (92) of reserves imply a purpose to have the fund on a 
satisfactory financial or actuarial basis. It is unfortunate that there 


is no clear provision for meeting catastrophes, as there is in the funds 


of California and New York; and there may be danger in the per- 


mission, expressly given (70), to make temporary use of the reserves 
for current needs. The authorization of special (70; 84, 3) and 
supplementary (91) assessments for making up shortages may prove 
a temptation to unduly low rates in the regular premiums. Possibly, 
too, a venturesome board might find in section 72 a hint that it need 
not maintain such reserves as would satisfy the most careful of 
actuaries. But much must depend upon the ability and character 
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101). Apparently, employers in schedule 2 find in the present act 
no special or new inducement to promote the safety of their plants, 
except the obligation individually to pay the compensations. 

This is not a place for a criticism of the Ontario statute. Its larger 
characteristics have been indicated; and readers will judge it accord- 
ing to their individual minds. There are, however, not a few interest- 
ing problems which are raised by this new law. What, for example, 
is the position of the special classes of employees who are expressly 
excluded from the benefits of part I of the act, although the industries 
in which they serve are included, the outworkers, clerical employees, 
and others? Apparently, they cannot take advantage of the em- 
ployers’ liability law of part II; for section 105 declares that the 
employers’ liability law, “sections 106 to 108, shall apply only to the 
industries to which part I does not apply and to the workmen employed 
in such industries.” 

In the issue of the act coming from the provincial printer there is 
one error which might affect the application of part I to municipal 
utilities. Class 1 of schedule 2 includes municipal trade or business 
“as defined by subsection 3 of section 2.’’ It should be subsection 2: 
there are only two subsections in section 2. 

By executive proclamation the act became effective January 1, 1915. 
The members of the board are Messrs. S. Price, K. C.; A. W. Wright; 
and G, A, Kingstone. 

C, Fisner. 

Middletown, Conn. 


Among insurance pamphlets are to be noted: 


Can Insurance Experience be Applied to Lengthen Life, by Arthur 
Hunter; an address delivered before the Association of Life Insurance 
Presidents, December 10, 1914 (pp. 10). 


On the same occasion was delivered an address by A. Barton 
Hepburn on The Relation of Life Insurance to the Credit Fabric of 
Business (pp. 9). 


The True Purpose of the Loss Settlement, an address delivered be- 
fore the Insurance Society of New York, November 10, 1914, by 
Allen E. Clough (pp. 12). 


Some Observations on Supervision, by Frank Hasbrouck, superin- 
tendent of insurance of the state of New York, an address delivered 
December 11, 1914 (pp. 11). 


Life Insuyance Companies Should Be Compelled to Invest in the 
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inevitable, of course, and it is not alleviated as much as might have 
been desired through comparative tables. The number of primary 
divisions in the classification is increased over that of 1900 from 
five to eight (as against 13 in Dr. Bertillon’s arrangement). Mines 
and quarries are separated from manufacturing and mechanical in- 
dustries; the Trade and Transportation division is divided and a 
new division of Public Service is added. These changes, with the 
revised wording of the other titles, are undoubted improvements. 
As a solution of the vexed question of arranging a classification 
to subserve the various purposes of such tables and to meet the 
conflicting demands made upon them, Mr. Edwards has undertaken 
to present the occupations of the country in detail. As he says,” if 
the occupations are reported separately, they may be grouped in any 
way desired. Accordingly, the general classification for the United 
States as a whole (General Tables, table VI) gives the number of 
persons engaged in each separate occupation in each of the 117 in 
dustries and three service groups of the country, “in so far as such 
occupation was definitely returned by the enumerators and was of 
sufficient importance to justify its separate presentation” (p. 24). 


As to what was the test of sufficient importance we are not told, 


but it must have been a lenient one. Approximately 5000 occupation 


groups are tabulated, a number far in excess of that recognized in 


other census classifications of occupations.* Of this number over 
half include a total of under 500 persons for the whole United States; 
something like one fifth number under 100, while a considerable 
fraction are under 10; and we are actually told that there are in 
this country three masons employed by printing and publishing 
establishments! As figures of this sort are subject at best to a wide 
margin of error, such numbers can hardly be dependable; and, even 
supposing them approximately correct, it is to be questioned whether, 
in view of the wide variations in conditions over so extended an area, 
they are not too small to be statistically significant. The results 
of further distributing them among the dozen sex, age, and social 
groups frequently border on the fantastic. Under the theory, to be 


sure, such groups would be expected to be used only for recombining, 


* Unpublished paper, “Proposed Changes in the System of Occupation 
Classification in the United States,” p. 3. 

*The Massachusetts census of 1885 is to be excepted. In its occupation 
report are listed over 8000 occupations, but such detailed classification was 
entirely abandoned in the next census when occupations were grouped under 
123 titles, 
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the clerical pursuits. A large field of usefulness would also be opened 


up for various special groupings cutting cross industrial lines, based on 


different significant characteristics connected with the work. 

If a suggestion may be added as to what is perhaps the most 
urgently needed general change in American occupation census pro- 
cedure, it should be the drawing of a more definite distinction between 
the occupied and unoccupied. To do this successfully would involve 
recognizing more than one degree of the quality in question—at least 
the three gradations of occupied, partially occupied, and unoccupied, 
as opposed to the present two. This is especially true in the case 
of women and children, and perhaps the aged. Censuses of occupa- 
tions in European countries have felt this need, and are distinguishing 
to an increasing extent between principal and subsidiary occupations. 

In this country, the instructions to census enumerators contain no 
general rule or definition for determining what constitutes a gainful 
occupation. This involves giving unlimited discretion to the vast 
number of these officials, temporary appointees of little training and 
often limited competence, and as a result we find such anomalies as 
the following: A slight change in the wording of the instructions in 
1910 has caused the number of females reported as engaged in 
igricultural pursuits to increase 85 per cent above the number 
for 1900, while the number reported as farm laborers increased 129.5 
per cent. The number of children from ten to fifteen years of age 
reported as occupied decreased 18.8 per cent, but the number reported 
as occupied in agriculture increased 34.8 per cent. Again, we find 
the percentage of children from ten to thirteen years of age, reported 
as gainfully employed in 1910, varying from 1.2 per cent in Masachu- 
setts and 6.6 per cent in Iowa to 56.1 per cent in Mississippi for 
boys and from 0.8 per cent and 0.7 per cent to 39.4 per cent for girls 
in the same states. 

Such figures are not merely worthless as an indication of the 
number of women and children employed, but they must vitiate to a 
considerable degree the proportions shown for the whole population. 


In agriculture we find, for example, that the “farm laborers” include 
over 250,000 girls from ten to thirteen years of age, while 28.8 per 
cent of the entire class is made up of children from ten to fifteen 
and 42.4 per cent of such children and women together. Clearly 
we here have the word “employed” used in fundamentally different 
senses. The census should no doubt take account of the productive 


labor of such partially occupied persons, but they certainly should 
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PERIODICALS 


The Review is indebted to Robert F. Foerster for abstracts of ar- 
ticles in Italian periodicals, and to R. S. Saby for abstracts of articles 
in Danish and Swedish periodicals. 


Theory 
(Abstracts by W. M. Adriance) 


Apprance, W. M. Specific productivity. Quart. Journ. Econ., Nov., 1914. 


An attempt to refute the thesis that the specific productivity of the 
factors in production determines distributive shares. 
Cuaptn, F. S. Scientific method in sociology. Am. Journ. Soc., Nov., 1914. 
Pp. 21. 
The statistical method made use of in sociological inquiry. 
Fanno, M. Contributo alla teoria dell’ offerta a costi congiunti,. Giorn. d. 
Econ., Oct. (Supplement), 1914. Pp. 148. 
An elaborate survey of the problems of joint cost. Includes 


a 
discussion of recent literature on the subject. 


Guyot, N. S. Le monument Turgot. Journ. des Econ., Aug. 15, 1914. Pp. 17. 


The erection of a monument to Turgot furnished the occasion 


for a number of speeches in which his economic contributions are 
summarized. 


KopatscH, R. Der Streit um die Weltwirtschaftslehre. Jahrb. f. Nat. Oek., 
III, 48, 4, 1914. Pp. 10. 


Continues the controversy over the status of “Weltwirtschaftslehre” 
as a separate discipline. 
Mircnett, W. C. Human behavior and economics; a survey of recent litera- 
ture. Quart. Journ. Econ., Nov., 1914. Pp. 47. 


A review of seven recent books dealing with the foundations of 
human conduct, and with the economic and political resultants of human 
conduct as it is disclosed to us by scientific inquiry. 

Murray, R. A. Alcune osservazioni a proposito della teoria dei costi comparati. 
Giorn. d. Econ., Oct., 1914. Pp. 6. 

SrracHan, W. The English law of capital and income, Univ. of Penn. Law 
Rev., Oct., 1914, 

Written chiefly for American lawyers. 

Wicksett, K. Lexis och Boéhm-Bawerk. 


6, 12. 


Ek. Tids., Nos. 10, 11, 1914. Pp. 


An appreciation of these highly distinguished economists who died 
last summer. 


Economic History, Foreign 
(Abstracts by Clive Day) 


Asakawa, K. The origin of feudal land tenure in Japan. Am. Hist. Rev., 
Oct., 1914. Pp. 23. 
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An ] 

Pratr, J. W ! ’ inglish industry. Journ. Pol. 
Econ., Oct., 
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Ross, E. A y, Jan., 1915 
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Bundessta Nat. Oek., III, 48, 3, 1914. Pp. 20. 
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Erzeugnisse im 15, und 16, Jahrhundert. Vierteljahrschr. f. Soz. u. 
Wirtschaftsgesch., No. 3, 1914. Pp. 18. 


A description of this organization of weavers and its regulation in a 
period when the handicraft was in decline. 


Economic History, United States 
(Abstracts by E. L. Bogart) 
Awprews, C. M. Colonial commerce. Am. Hist. Rev., Oct., 1914. Pp. 21. 

Demonstrates the importance of the topic in American history, 
and gives a survey of the field. 

Bircn, J. S. The old Chicago road, Indiana Mag. Hist., Dec., 1914. Pp. 38. 
Cartton, F. T. Ephemeral labor movements. Pop. Sci. Mo., Nov., 1914. 
Pp. 17. 

An interesting account of labor organizations between 1866 and 
1889. 

CuamBertaiIn, H. S. Early Tennessee iron and steel industry. Mfrs. Rec., 
Nov. 1914. Pp. 8. 

A brief history of the industry in Tennessee. 

Haney, L. H., editor. Studies in the industrial resources of Texas. Bull. 
Univ. Texas, Jan., 1915. Pp. 107. 

Contains short articles by eleven contributors on Texas soil belts, 
climate, temperature and rainfall, population, crops, lumber, irrigation, 
railways, banks and wealth. 

Horrman, F. L. The economic progress of the United States during the last 
seventy-five years. Quart. Pub. Am. Stat. Assoc., Dec., 1914. Pp. 25. 

A statistical survey, based on various sources, with a brief review 

of the literature. 


Jones, C. L. Tendenctes in economic legislation in Wisconsin. Journ. Pol. 
Econ., Oct., 1914. Pp. 18. 
An appreciation of purposes and methods. 
Mitts, F. M. Early commercial traveling in Iowa, Annals of Iowa, Apr., 1914. 
Mircnett, H. The grange in Canada, Bull. Dept. Hist. & Pol. & Econ. Sci., 
Queen’s University, No. 13, Oct., 1914. Pp. 20. 
An historical sketch of the order from 1872 to 1909. 
Mircuett, W. F. Indiana’s growth, 1812-1820. Indiana Mag. of Hist., Dec., 
1914. Pp. 26. 
Especial emphasis laid on economic development. 
Peizer, L. The public domain as a field for historical study. Iowa Journ. 
Hist. & Pol., Oct., 1914. Pp. 21. 
Author urges further study. 
Turner, F. J. The West and American ideals. Wash. Hist. Quart., Oct., 1914. 
Pp. 15. 
Van ver Zer, J. Fur trade operations in the eastern Iowa country from 
1800 to 1833. Iowa Journ. Hist. & Pol., Oct., 1914. Pp. 19. 
A careful study based on documentary sources. 
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Bowron, J ] r Mfrs. Rec., Nov. 5, 1914 

Brown, R. G » the United States. Yale Law 
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CAMPBELL, H. |! Lorra Engg. Mag., Nov., 
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McDona.p, P. ! ig., Dec., 1914. 

MitrcHe G, Am. Rev Nov., 1914. 
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Historical revieu 


Bruck, W. | ktion und -Industrie. Weltwirtsch. 
Archiv, Oct 


Brief review 
I. / Vid. Wk., Dec., 1914. 


Dupran, W ] ish commerce. Finan. Rev. Rev., 
Dec., 1914 


Suggestions mm trade of Germany. 


FepersPier, H Beskyttelse i den internationale 
Handelslot , Aug pt. 1914. Pp. 25 


A lecture o ; protection in international trade 
relations, fro candinavian interests. 
Guiitp, C. Rus e. N on’s Business, Dec. 15, 1914. 
Potential ma r twice as great as that in all Latin 
America. 


Hepsurn, A. ! he United States. Scribner's, Nov. 
1914 
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Hesse, B. C. Some economic aspects of industrial chemistry. Met. & Chem. 
Engg., Sept., 1914. 
[innenkouL, W. T. Vogelschutzbewegung und Schmuckfederindustrie. Il, 
Ill. Zeitschr. f. Socialwis., Sept., Oct., 1914. 
Defends plumage trade. 
Matos, L. J. An American dyestuff industry. Bull. Nat. Assoc. Wool Mfrs., 
Oct., 1914. 
Obstacles of development not insuperable, but could not be quickly 
overcome. 
Ovett, R. M. Depressed conditions of Chinese cotton-goods trade. Commerce 
Reports, Jan, 4, 1915. 
Export trade checked; purchasing power curtailed; demand for 
cotton goods lessened. 
Paven, E. Le café: le marché present de cette denrée. L’Econ. Franc., 
Nov. 14, 1914. 
Effects of the war on coffee trade. 
Payen, E. Le caotchouc: marché actuel de cette denrée. 1L.’Econ. Franc., 
Dec. 5, 1914. 
Effects of war. 
Payen, E. La soie. L’Econ, Frang., Dec. 19, 1914. 
French silk industry prosperous in 1913. 
Pezet, F. A. Peru, a rich commercial field. Wid. Wk., Dec., 1914. 
For United States, greater opportunities for permanent commercial 
success upon west coast of South America. 
Revere, C. T. Our quest of foreign trade. N. Am. Rev., Nov., 1914. 
Scuuttze, E. Primitive und moderne Verkehrsmittel. Zeitschr. f. Socialwis., 
Dec., 1914. 
Competition of railroad and canal. 
Sprang, R. The cotton crisis at home and abroad. Rev. Rev., Nov., 1914. 
Despite immediate hardships, low prices may result in new uses and 
ultimate benefit. 
Vose, E. N. Starting the wheels of international trade. Wid. Wk., Dec., 1914. 


For permanent results great change in our export selling organization 
is needed. 


Waricut, A. German shipping and British trade. Finan. Rev. Rev., Dec., 
1914. 
Shipping rings have worked to advantage of German shipping 
companies and to detriment of British interests. 
British trade in war time. Bankers’ Mag. (London), Nov., 1914. 
Decline in imports and exports by no means alarming. 
European war and neutral trade. Nation’s Business, Dec. 15, 1914. 
Seriousness of interruption of our trade. 
London the center for world’s supply of wool. Greater N. Y., Jan. 4, 1915. 
London levies unnecessary tribute on American wool manufacturers. 
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1914 Pp. 32. 


the Prussian-Hessian state 
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Definitions of car shortage and car surplus, and discussion of 
statistics. 

Hausey, F. M. Railway expansion in South America. III, Peru; IV, Ecuador, 
Colombia, Venezuela; V, Brazil and the Guianas; VI, Uruguay and 
Paraguay; VIII, Panama. Moody's Mag., Sept., Oct., Nov., Dec., 1914, 
Jan., 1915. Pp. 4, each. 

Hargis, H. J. The occupation hazard of locomotive firemen. Quart. Pub. 
Am, Stat. Assoc., Sept., 1914. Pp. 4. 

The comparative fatal and non-fatal accident rates of locomotive 
firemen in the United States. 

Hecxer, M. Die Hisenbdahnen der asiatischen Tiirkei. Archiv f. Fisenbahnw., 
Sept.-Oct., Nov.-Dec., 1914. Pp. 38; 45. 

Continuation and final article. Detailed technical description and 
operating statistics of the railways of Asiatic Turkey. 

Howson, E. T. Recent developments in track construction. Ry. Age Gaz., 
Oct. 23, 1914. Pp. 5. 

Shows how increased weight of carloads and increased speed of 
trains have necessitated heavier roadbed and rail, and improved ties 
and track fastenings. 

Hoxrz, G. L. The railroad valuations. Moody’s Mag., Jan., 1915. Pp. 4. 

Describes the methods of difficulties of valuation. 
von DER Leven, A. Die Erhdhung der Giitertarife der Eisenbahnen der 

Vereinigten Staaten von Amerika. Zeitung des Vereins Deutscher 
Eisenbahnverwaltungen, Sept. 16, 1914. Pp. 4. 

A critical analysis of the original five per cent decision of the 
Interstate Commerce Commission, July 29, 1914. 

NeaginG, S. Service income and property income. Quart. Pubs. Am, Stat. 
Assoc., Sept., 1914. Pp. 24. 

The division between labor and capital of the income of transpor- 
tation, public utility, manufacturing, and mining corporations. 


OtpHam, J. E. Railroad rates from investors’ point of view. Ry. Age Gaz., 
Jan. 15, 1915. Pp. 4. 


The relation between railway earnings and credit. 


Panx, W. L. Railways and development work. Ry. Rev., Nov. 21, 1914. 
Pp. 2. 


Description of the efforts of the railways to open up new territory, 
improve agriculture, reclaim land, etc. 


Penver, H. anv orHers. The delivery and handling of miscellaneous freight 
at the Boston freight terminals. Pro. N. Y. R. R. Club, Sept. 18, 1914. 
Pp. 40. 

An efficiency investigation by students of the Massachusetts Institute 
of Technology. 


Rietey, E. P. A new plan of government control of railways. Ry. Age Gaz., 
Oct. 30, 1914. Pp. 3. 
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Instructions Age Gaz., Jan. 8, 1915 
Abstract of merce Commission for 
List of refe ice I , Nov., 1914. Pp 


Mileage of Am Age Gaz., Jan. 1, 1915 


On January | nder the block system. 
New elect ra Ry urn., Jan. 2. 1915. 
New railway Age Gaz., Jan. 1, 1915. 
President Rea 12, 1914 Pp. 3. 
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Railwaymen and the war. Ry. Gaz. (London), Nov. 6, 1914. Pp. 4. 


The English railways report that nearly 60,000 of their employees 
have joined the colors. To their wives and children each company 
is making an allowance. 


The railways of New Zealand. Ry. Gaz. (London), Nov. 6, 1914. P. 1. 
Financial and operating results for the year ended March $1, 1914. 
Railway statistics. Archiv f. Eisenbahnw., Sept.-Oct., Nov.-Dec., 1914. 
Russia, 1910; Wiirttemberg, 1911 and 1912; Chile, 1910; Dutch 
East Indies, 1912; Germany, England, and France, 1908-1910. 
Switzerland, 1912; Hungary, 1912; Belgium, 1911 and 1912; France, 


1912; Sweden, 1910, 1911, 1912; Norway, 1912-1913; Australia and 
New Zealand, 1911-1912 and 1912-1913. 


Statistics of railways, 1900-1912, United States. Bureau of Railway 
Economics, Bull. No. 66, 1914. 


The suspension of advance in rates. Ry. Age Gaz. Jan. 15, 1915. Pp. 2. 
Argues against wholesale suspension by the Interstate Commerce 
Commission of rate advances proposed by the railways. 
What is the matter with the railways and regulation? Ry. Age Gaz., Nov. 
27, 1914. Pp. 2. 
Argues that the present policy of railway regulation fails to reach 
the fundamental problems of railway operation today. 


Decision in industrial railways case. Interstate Commerce Commission. 
Decided January 20, 1914. Supplemental decision Nov. 2, 1914. 


~s 
These decisions held that allowances made by railways to industries 
for switching performed on their industrial tracks are in effect rebates, 
and therefore illegal. 


Decision in the five per cent case. Interstate Commerce Commission, Docket 
No. 5860, July 29, 1914. 

Found that the net income for the Eastern railways is too small 
for the public interest; authorized a blanket increase of five per cent 
in the rates of Central Freight Association territory, with some modi- 
fications; suggested various methods by which all the carriers would 
increase their income other than by a general rate increase. 
Modified decision in the five per cent case. 


Interstate Commerce Commission, 
Docket No, 5860, Dec. 16, 1914. 


In the light of the changed situation since the date of the original 
decision, authorized a general increase of five per cent in Eastern, 
or official classification, territory, except for lake-and-rail traffic, coal 
and coke, iron ore, and certain other modifications. 


Tert of the twenty-sixth annual report on the statistics of railways in the 
United States for the year ended June 30, 1913. 
Commission, 1914. 


Interstate Commerce 


The text gives the summarized statistics of railways for 1913, and 


will be followed by a complete report, containing text and detailed 
tables. 
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security issues, the proper basis is the actual cost to date, but that 
this is not the only and final one. 


Gaunskxy, C. E. Depreciation as an element for consideration in the appraisal 
of public service properties. Pro. Am. Soc. Civ. Engrs. Nov., 1914. 
Pp. 63. 

Critical discussion of methods of dealing with depreciation when 
valuations are made for rate-fixing purposes. 


Hurp, E. C. Elements involved in appraising telephone properties. Telephony, 
Oct. 17, 1914. 


Analyzes the methods commonly adopted. 


livrpMaN, F. H. Credits from the viewpoint of the certified public accountant. 
Journ. Account., Dec., 1914. Pp. 20. 
Growing importance of function of accountant in credit transac- 


tions; dangers against which he must guard in certifying financial 
statements. 


Jorurx, J. P. Secret reserves. Journ. Account., Dec., 1914. Pp. 10. 


Attitude to be assumed by professional accountant when faced 
with problem of secret reserves in auditing accounts of an incorporate 
company. 

Kent, W. Making the cost department worth while. 


Indus. Engg., Oct., 
1914. Pp. 2. 


How to reduce operating expenses in all departments, including 
cost department. 


May, G. O. The problem of depreciation. Journ. Account., Jan., 1915. Pp. 12. 
An analysis of depreciation, and a consideration of the question 
as to how far the problem is one of accounting and how far it is 
one of physical inspection and valuation. 
Oaxey, F. Determination of the net profit of the Panama canal. 
Account., Sept., 1914. Pp. 15. 
Outlines conditions that affect determination of profits and 


losses resulting from various activities of the canal, and describes 
accounting methods adopted. 


Journ. 


Penne, W. O. “Present worth” calculations in engineering studies. 
Assoc. Engg. Socs., Sept., 1914. 


Explains some of the applications and methods. 
SratreE, W. E. Relation of the auditor to valuation of inventories. 
Account., Sept., Nov., 1914. Pp. 10, 9. 
Legal obligations of the auditor; cites leading cases decided in 


recent years in England. Moral obligations of auditor; suggestions 
for affording greater security to investing public. 


Tuomas, H. I. Real estate accounting. 


Journ. 


Journ. 


Journ. Account., Nov., 1914. Pp. 9. 
Explains the general principles, and also considers the proper 
use and disposition of premiums received from the sale of capital 
stock with special reference to real estate accounting. 
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Jackson, H. D. Public service rates. Practical Engg., Nov. 15, 1914. 
The cost of supplying power for various characters of service. 
Kerr, W. J. The work of the Illinois public utilities commission. Illinois 

Law Rev., Nov., 1914. 

A criticism of the commission for the alleged failure to direct its 
attention to the larger utility problems of the state. 

M’Carter, T. N. The code of principles. Elec. Ry. Journ., Nov. 7, 1914. 

Principles governing the relations of public utilities to the public 
adopted by the American Electric Railway Association. 

Nasu, L. R. Demand electric rates as affected by commission regulation. 
Stone & Webster Pub. Serv. Journ., Dec., 1914. 

The attitude of commissions upon the practice of basing rates on 
the number of the consumer's connections. 

Raymond, W. G. Rate making for public utilities. University of Iowa 
Extension Bull., No. 2, 1914. Pp. 12, 

A theory of rate making which permits higher profits as efficiency 
of the plant increases. 

Reev, C. S. Electric current rate schedules. Engg. Mag., Dec., 1914. 

Defends the policy of electrical corporations charging small con- 
sumers a higher rate than large consumers, upon the ground that the 
cost of distributing electrical energy to them is greater. 

Rem, C. S. Theories of electric current schedules. Engg. Mag., Dec., 1914. 

Defends the rate-making policies of electric utilities. 

Riprey, W. Z. Railway receivership and reorganization. Ry. Age Gaz., Aug. 
98, 1914. P. 1. 

Substantial economic forces are at work proving the diminution 
of receiverships. To an increasing extent, railroads in distress tend 
to pass directly into reorganization without the intervention of 
receivership at all. 


Tomiinson, L. C. A study of systems of charges for telephone service. 
Telephony, Sept. 5, 1914. 


Explains the principles underlying various systems of telephone 
rate making, and discusses proposed systems. 


Tountey, C. A defense of electric railways. Pub. Serv. Regulation & Fed. 
Trade Rept., Nov., 1914. 

Defends the service offered by electric railways, and asserts that 
unlimited control by commissions is a menace to their success. 
Witcox, D. F. Fundamental planks in a public utility program. Am. City, 

Dec., 1914. 

Discusses the question: ““What shall be the attitude of the cities 
towards public utilities as money earning enterprises, and towards 
ultimate municipal ownership?” 

Mr. Britton on water-power bill. Elec. Wid., Dec. 26, 1914. 
Vice-president of the Pacific Gas and Electric Company outlines 


conditions that will encourage hydro-electric development in the 
United States. 
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Frren, J. A. Law and order. Survey, Dec. 5, 1914. Pp. 18. 
The history and causes of the Colorado strike. 
Fircn, J. A. Split in policy between Rockefellers and their Colorado operators. 
Survey, Jan. 2, 1915. Pp. 6. 
Gompers, S. The Philadelphia A. F. of L. convention—a review. Am. 
Federationist, Jan., 1915. Pp. 16. 
Graeenwoop, A. Next steps in factory and workshop reform. Pol. Quart., 
Sept., 1914. Pp. 31. 


Advocates a comprehensive measure which shall extend present pro- 
visions to unregulated trades and embody further new provisions. 


Hammonpb, M. B. Wages boards in Australia. I. Victoria. Quart. Journ. 
Econ., Nov., 1914. Pp. 46. 


Detailed historical account. 


Harais, H. J. The occupation hazard of locomotive firemen. Quart. Pub. 
Am. Stat. Assoc., Sept., 1914. Pp. 25. 


A useful collection of the available data on mortality, accidents, and 
occupational diseases among locomotive firemen. 


Henverson, H. D. Effect of the war on employment. Econ. Journ., Dec., 
1914. Pp. 12. 


Analysis of the English experience. 
Jackson, J. P. Some industrial features in Europe. Journ. Engrs. Soc. of 
Penn., Oct., 1914. 
Welfare and safety studies made between Aug. 1 and Sept. 15, 1914. 


Kettor, F. A. Unemployment in our cities. Nat. Munic. Rev., Jan., 1915. 
Pp. 6. 


A program for lessening unemployment. 
Kocu, P. Zur Gewinnbeteiligung der Arbeiter. Jahrb. f. Nat. Oek., III, 
48, 4, 1914. Pp. 13. 
Profit sharing on any practicable basis would give the German work- 
man only a very slight addition to his wages. 
Korpre, H. Die Tarifvertrige im Deutschen Reiche am Ende des Jahres 
1912. Jahrb. f. Nat. Oek., IIT, 48, 3, 1914. Pp. 8. 


Analysis of the annual report on collective agreements in Germany 
for 1912. 


Kuwata, K. Die Arbeiterbewegung in Japan. Archiv f. d. Gesch. d. Soz. 
u. d. Arbeiterbewegung, V, 1-2, 1914. Pp. 15. 
Deals chiefly with the causes of the slow development of the labor 
movement. 


Lyncu, L. R. The West Virginia coal strike. Pol. Sci. Quart., Dec., 1914. 
Pp. 37. 


A temperate review based chiefly on the evidence taken by the Senate 
Committee. 


Manon, W. D. and Brann, L. D. Street railway workers of Europe. 
Federationist, Dec., 1914. Pp. 26. 
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Money, Credit, and Banking 

Benpix, L. and Jasrrow, J. Die amerikanische Bankreform. Jahrb. f. Nat 
Oek., III, 48, 4, 1914. 

BonyNnoE, R. W. Advantages and limitations of new federal reserve banks. 
Trust Companies, Nov., 1914. 

Cocuran, J. T. The negotiation of “crossed” cheques. Scottish Bankers 
Mag., Jan., 1915. 

Daesnitz, W. Die Gewinn- und Verlustkonten der Rheinsich-Westfdlischen 


Provinzialgrossbanken. TZeitschr. f. d. ges. Staatswis., No. 3, 1914. 


Davipson, D. Tysklands penning - og bankvdsen under Kriget. Ek. Tids., 
No. 9, 1914. Pp. 16. 


An account of the operations of the Germans monetary and banking 
systems during the present war. 
Dickinson, Z. C. State guaranty of bank deposits in Nebraska. Quart 
Journ. Econ., Nov., 1914. 


Eaton, A. M. The uniform negotiable instruments law in the courts of 
Missouri. Central Law Journ., Oct. 9, 1914. 


HIANSEMANN, Die Tendenz der dffentlichen Sparkassen in Preussen zu 
bankmassiger Betdtigung. Zeitschr. f. d. ges. Staatswis., No. 3, 1914. 


HeLranver, S. Von der Diskontpolitik zur Herrschaft iiber den Geldmarkt. 
Jahrb. f, Nat. Oek., III, 48, 4, 1914. 


Keynes, J. M. The city of London and the Bank of England, August, 1914. 
Quart. Journ. Econ., Nov., 1914. 


LansBurnGH, A. Der “Abbau” der Berliner Bérsenkurse. Die Bank, Nov.., 
1914, 


Lenretpr, R. A. Gold and prices. Journ. Chem. Met. & Min. Soc. of S. 
Africa., Sept., 1914. 

McDoveat, E. C. Recent amendments to the savings bank law of New York. 
Bankers Mag., Dec., 1914. 

Moir, B. Assignaten und Wechselkurse. TZeitschr. f. Socialwis., Nov., 1914. 

Parcrave, R. H. I. Bank of England notes and the act of 1844. Bankers’ 
Mag. (London), Nov., 1914. 

Payen, E. Les réglements par effets de commerce en France et a l’étranger. 
L’Econ. Franc¢., Oct. 24, 1914. 

Spracue, O. M. W. The war and the financial situation in the United States. 
Quart. Journ. Econ., Nov., 1914. 


J. Om sparbankernas férvaltning. Ek. Tids., No. 11, 1914. 
Pp. 2. 


Favors a more effective inspection and supervision of (Swedish) 
savings banks. 


WarscHaver, O. Theorie und Praxis in der Bankpolitik. Blatter f. Vergleich. 
Rechtswis., Oct.-Nov., 1914. 
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1915] Population and Migration 


Tariffs and Reciprocity 
(Abstracts by Henry R. Mussey) 


Eysotot, G. Der Zollkrieg zwischen Frankreich und der Schweiz in den 
Jahren 1893 bis 1895. Weltwirtsch. Archiv, Oct., 1914. Pp. 12. 


Brief detailed study of the losses suffered by both contestants. 


HorrMann, I. N. Customs administration under the 1913 tariff act. Journ. 
Pol. Econ., Nov., 1914. Pp. 26. 


Description of changes in customs administration introduced by the 
law of 1918. 


Kenneby, J. M. The war and the tariff question. Nineteenth Cent., Oct., 
1914. Pp. 10. 


Urges vigorous protection to agriculture in Great Britain even 
against colonial producers. 
Mites, B. Tariffs that control trade. Wid. Wk., Dec., 1914. Pp. 4. 

Plea for European interpretation of most-favored-nation clause. 
Mussey, H. R. The new freedom in commerce. Pol. Sci. Quart., Dec., 1914. 

Pp. 25. 

An estimate of the forces that led to the enactment of the tariff of 

1918, and of the results of that measure. 


Sranwoop, E, Historical review of trade reciprocity with Canada. Pro. Mass. 
Hist. Soc., Vol. XLVII. 


A historical review of the working of the reciprocity agreement 
of 1854-66 and American opinion concerning it, with an account of 
later attempts at securing reciprocity between Canada and the United 
States. 


Population and Migration 
(Abstracts by William B. Bailey) 
Booteson, J. A. Mortality rates of Philadelphia in relation to the water 
supply. Journ. N. Eng. W. Wks. Assoc., June, 1914. 
Cuapun, F. S. Immigration as a source of urban increase. Quart. Pub. 
Am. Stat. Assoc., Sept., 1914. Pp. 8. 
An ingenious study of the effect of immigration upon the growth 
of urban population in this country 1890-1910. 
Consttio, P. Problemi di eugenica, Riv. Ital. di Sociologia, May-Aug., 1914. 
Pp. 23. 
Crum, F.S. The decadence of the native American stock. A statistical study 
of genealogical records. Quart. Pub. Am, Stat. Assoc., Sept., 1914. Pp. 8. 


An article of great value, tracing the fecundity of wives from the 
period before 1700 down to 1880. The average number of children 
per wife decreases from 7.87 to 2.77. 


Freeman, O. W. A geographic study of the growth and distribution of 
population in Michigan. Rept. Mich. Acad. Sci., 15, 1913. 


Jerrerson, M. How American cities grow. Bull. Am. Geog. Soc., Jan., 1915. 
Pp. 19. 
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Hvupert-VaLteroux. Les charges fiscales de la propriété batie. Réf. Soc., 
Aug. 1914. Pp. 8. 


Hvucues, E. Chicago housing conditions. IX. The Lithuanians in the 
fourth ward. Am. Journ. Sociol., Nov., 1914. Pp. 23. 


Juuerat. L’intervention administrative et les réglements sanitaires. Réf. 
Soc., Sept., 1914. Pp. 17 (including discussion). 
Brief history of sanitary legislation of Paris and limitations in its 
enforcement. 


LerépurE, P. Une enquéte sur le logement dans le quartier Saint-Gervais 


a Paris. Réf. Soc., Aug., 1914. Pp. 10. 
A local study of rents and accommodations. 
Macatpi, V. Abitazioni operaie, Italia. L’azione dei comuni nei riguardi 
delle case popolari. Bollettino dell’ Ufficio del Lavoro, Aug., 1914. Pp. 14. 


Mosny, E. La transmission domestique de la tuberculose. Réf. Soc., Sept., 
1914. Pp. 12. 


A statistical study made in Paris. 
Rey, A. La crise des loyers dans ses rapports avec les prix de construction. 
Réf. Soc., Aug., 1914. Pp. 32 (including discussion). 


Rivizre, L. La bienfaisance en matiére de logement ouvrier. Réf. Soc., Sept., 
1914. Pp. 13. 


Public and private subvention of rental payments in France. 


Rowntree, B. S. The urban housing problem in England and Wales. Con- 
temp. Rev., Oct., 1914. Pp. 11. 


Consideration of recent British bills and acts to improve housing 
conditions. 


Vivian H. The organization of co-partnership housing. 


Garden Cities & 
Town Planning, Aug., 1914. Pp. 4. 


WINKELMANN, K. Wohnungsfiirsorge in England. Jahrb. f. Nat. Oek., III, 
48, 3, 1914. Pp. 27. 
Description of English housing legislation, inspection and enforce- 
ment. 


Insurance and Pensions 
(Abstracts by Henry J. Harris) 


Barser, C. Life insurance—a great social service institution. Am. Under- 
writer, Nov., 1914. Pp. 9. 


The great loss sustained by a family group through the death of 
its responsible head can be provided for only through insurance. 


Boutmann, G. Anthropometrie und Lebensversicherung. Zeitschr. f. d. ges. 
Versicherungswis., Nov. 1, 1914. Pp. 43. 
Comparison of the results of the “Medico-Actuarial Investigation” 


with data from other studies in regard to the influence of height and 
weight on mortality. 
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Unemployment insurance in Germany is gradually extending, largely 
through municipal action. 


Investment of the funds of the insurance societies. Mo. Bull. Econ. & Soc. 
Intell., Sept., 1914. Pp. 16. 


Shows the types of investments used in different countries. 


Investments of insurance societies in France. Mo. Bull. Econ. & Soc. Intell. 
Sept., 1914. 

In France, life companies are encouraged to invest their reserves 
in national and local government securities. In Great Britain, full 
liberty of investment is permitted by law and this policy has in- 
fluenced the laws of Australia and Canada. In the United States, the 
principal types of investment are farm mortgages and bonds of public 
utility corporations. 


Opinions in cases under the workmen's compensation act, 1912-1914. Bull. 
Ohio Indus, Com., Dec., 1914. Pp. 199. 
Special compilation of decisions under the Ohio workmen's com- 
pensation law. 


Pauperism and Charities 
(Abstracts by Frank D. Watson) 


D’Agtru, F. G. The administration of public relief funds. Pol. Quart. 
(London), Dec., 1914. 

A plea for more rational handling of the relief problems incident 
to industrial depressions such as that now being experienced in 
England. The author suggests raising the necessary fund by a “house- 
to-house collection, publicly announced in the local press .. . and 
adequately organized from the town hall” and ‘‘a permanent organiza- 
tion in each town, civic in character.” In this permanent organization 
he assigns no unimportant role to services of the professional social 
worker, and to those of the volunteer friendly visitor. 


Ostwatp, H. Kultivierung des deutschen Oedlandes durch Arbeitslose wahrend 
des Krieges. Soz. Praxis, Aug. 27, 1914. 

Observations on the question of the cultivation of German waste 
lands by the unemployed during the war. 


Rowtanp, W. J. The problem of public and private assistance among the 
tuberculous poor. Pol. Quart., Sept., 1914. 

To deal effectively with the problem a joint committee is needed 
which is so constituted as to be in a position to visualize the whole 
problem and to indicate where and how coérdination of work now being 
done is required. 


Suamp, L. V. War relief measures in the provinces. Charity Organ. Rev., 
Oct., 1914. 
A review of steps being taken in the provinces to meet the present 
emergency relief situation. The evils of purely municipal administra- 
tion of relief have been to a great extent avoided. 
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The incorporated codperative associations of New York state held a 
conference at Utica, January 13-15, under the direction of Mare W. 
Cole, state superintendent of codperation. The program included re- 
ports from the various farmers’ coéperative societies, discussions of the 
problems of codperative organizations, and addresses by men prominent 


in the movement in New York. 


The farmers’ codperative exchanges of Massachusetts were recently 
organized into a state federation, under the leadership of Professor 
R. H. Ferguson, extension professor of agricultural economics at the 
Massachusetts Agricultural College, at a meeting of delegates held in 
Springfield. 


The American Bankers Association has established a Department of 
Public Relations and has selected as manager Mr. Arthur D. Welton 
of Chicago. Mr. Welton will assume the editorial management of the 
Journal-Bulletin. While this periodical will not go into the field of 
general banking news which is now covered by the financial journals, 
it will give information on current topics of banking and currency legis- 
lation and the activity of federal reserve banks. 


The Dallas Convention of the Institute of Bank Clerks has adopted an 
amendment providing that the educational work of the institute shall 
be under the general supervision and subject to the approval of a 
board of regents consisting of two professional educators, two practical 
bankers, and the educational director of the institute. In accordance 
with this provision, the executive council has appointed as regents: 
Professor O. M. W. Sprague of Harvard University, Professor E. W. 
Kemmerer of Princeton University, Mr. Harold J. Dreher of the 
Marshall and Isley Bank of Milwaukee, and C. W. Allendoerfer of the 
First National Bank of Kansas City. 


Dr. Edward T. Devine, director of the New York School of Philan- 
thropy, has been made temporary director of social investigations in the 
Department of Public Charities of the City of New York. Under the 
reorganizing of the investigating staff of the department it is expected 
that there will be much closer coéperation between public and private 
charities. 


The educational department of the West Side Y. M. C. A. of New 
York City has established a course of fifteen lectures on exporting and 
related subjects, given under the direction of Dr. J. F. Crowell. 


A School of Commerce has been established by the University of 
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The Rockefeller Foundation, in a recent pamphlet, makes the fol- 
lowing statement: 

“Next in importance to the Belgian relief work has been the es- 
tablishment of a department for the investigation of industrial 
relations, to direct which Mr. Mackenzie King, formerly Minister of 
Labor of Canada, has been appointed. 

For several years past, Mr. John D. Rockefeller and his advisers 
have had under consideration the establishment of an organization 
for social and economic research. Upon the establishment of the 
Rockefeller Foundation, one of the first matters discussed was the 
advisability of the organization of such an institution, and a committee 
of leading economists and business men was created to consider 
whether such an organization could wisely be established. 

While the general subject of economic research was under con- 
sideration, the industrial disturbances in Colorado impressed the 
president of the Foundation with the great need and public importance 
of finding an effective means of preventing such conflicts and caused 
him to urge a far-reaching study of industrial relations as the most 
important immediate inquiry to which the Foundation could direct its 
attention. 

In view of the passion aroused in Colorado and many divergent in- 
terests involved there, it was felt that the Foundation itself should 
not interfere in that situation, but that it was of the utmost conse- 
quence that the root causes of that and similar disturbances should be 
ascertained, and, if possible, removed, not only in Colorado but 
elsewhere. 

The Rockefeller Foundation is, moreover, a large owner of cor- 
porate securities, and in that capacity itself directly concerned in 
maintaining harmonious relations between the companies in which it is 
interested and their employees. It was therefore felt that if the Foun- 
dation could work out on a basis compatible with sound economics a 
substantial improvement in the relations between capital and labor, it 
would not only be discharging its obligation as indirectly a large 
employer of labor, but would also perform for the general public a 
greater social service than it could render along usual philanthropic 
lines. It was also felt that there was hardly anything the Founda- 
tion could do which would more effectively conform to its chartered 
purposes, namely, ‘to promote the well-being of mankind.’ 

Realizing that the success of such an endeavor would depend almost 
entirely upon the character and attainments of the person conducting 
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land, by Robert Baine, containing information of his trade with Vir- 
ginia; and a mercantile account book, 1759, Petersburg, Virginia. 


An interesting addition to the documentary possessions of the De- 
partment of Archives and History of the State of Mississippi consists 
of the original records of the bank established in Natchez in 1809 by 
the Mississippi Territorial Assembly under the name of The President 
and Directors and Company of the Bank of Mississippi. These papers 
were presented to the department by Mr. A. G. Campbell, president 
of First Natchez Bank. Particularly valuable is the correspondence of 
the bank which includes letters from most of the prominent men in 
the territory from 1809 to 1835. At the time of the last report of 
the director of the Department of Archives and History, only a partial 
examination of the papers had been made. 


The New York School of Philanthropy is inaugurating a series of 
inexpensive publications under the general heading Studies in Social 
Work. They are planned to be of use to social workers and other 
students of social problems. Many of them probably will be adapted 
to the needs of college and university classes. The first number in 
the series is Social Work with Families and Individuals, by Porter R. 
Lee (pp. 16; 5c.). 


The publicity committee of the National Electric Light Association 
has adopted a resolution indorsing the plan for publication of the 
decisions and rulings of the public service commissions of the country 
in available form. The Lawyers’ Coéperative Publishing Company, of 
Rochester, N. Y., will have charge of the editing and publication of the 
decisions under the title, Public Utilities Reports Annotated. 


Doubleday, Page and Company announce the early publication of 
The Cost of Living, by Fabian Franklin, and Socialism in America, 
by John Macy. 


It is expected that the lectures delivered by Professor Taussig at 
Brown University during the exercises in celebration of its one 
hundred and fiftieth anniversary will soon be published: ‘The instinct 
of contrivance’; and “Psychology and money making.” 


A work upon which Professor W. T. Jackman of the University of 
Vermont has spent many years of research has recently been accepted 
by Cambridge University; and under the imprint of that university it 
will shortly appear, with the title, The Development of Transportation 
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Professor George E. Frazer, of the University of Illinois, who is 


professor of accountancy and controller of the university, has resigned. 


The resignation takes effect at the end of the present academic year. 


Dr. L. H. Haney and Mr. W. E. Leonard, of the University of 
lexas, testified before the United States Commission on Industrial 
telations at its Dallas hearing on February 1, and prepared reports on 


farm credit and tenancy, respectively. 


Mr. R. C. Line has resigned as instructor in economics at Mt 
Holyoke College and has accepted a position with the Merchants’ 


Association of New York as assistant manager of the industrial bureau. 


Professor David A. McCabe, of Princeton University, is on leave 
of absence for the second semester in order to carry on work as special 
agent of the United States Commission on Industrial Relations. He 
will study industrial conciliation, mediation, and arbitration in the 
United States. 


Professor F. A. McKenzie, of Ohio State University, has been 
elected president of Fisk University, Nashville, Tenn., and will take up 


his new duties at the beginning of the next collegiate year. 


Dr. Harold G. Moulton, instructor in political economy at the Uni 


versity of Chicago, has been promoted to an assistant professorship. 


Mr. Hjalmar O. Watrud has been appointed extension instructor in 
agricultural economics at the Agricultural College of the University of 
Wisconsin. 

Mr. Russell Weisman, who has been teaching at Kalamazoo College, 


has gone to Mt. Holyoke College as instructor in economics. 


Dr. Leo Wolman, who has been connected with the United States 
Commission on Industrial Relations as a special investigator of trade 
union matters, has been appointed acting professor of economics and 
sociology in Hobart and William Smith colleges 

Dr. A. N. Young has been appointed instructor in economics at 
Princeton University. 

At the University of Illinois, the following have been made assistants 
in the department of economics: J. E. Kirshman, of the University 


of Montana, E. L. McKenna, and C. K. Knight. 


Among the new members of the New York City Board of Education 
appointed by Mayor Mitchell are: Professor F. H. Giddings, of 
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PROGRAM OF TWENTY-SEVENTH ANNUAL MEETING 
MONDAY, December 28 
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Presiding, President John Grier Hibben, Princeton University 
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American Sociological Society 
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9a. ™M. Meeting of the Executive Committee 
9.30 a. M. Business Meeting of the Association, with reports of com- 
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Clyde L. King, University of Pennsylvania 
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J. Russell Smith, Swarthmore, Pa. 
Henry C. Emery, Yale University 
John L. Coulter, Peabody College 
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ben’s house, “Prospect” 
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ECONOMICS AND THE LAW 
ANNUAL ADDRESS OF THE PRESIDENT 


Joun H. Gray 


The University of Minnesota 


As Bacon centuries ago taught men that “knowledge is to be 
found by careful investigation of nature, not by spinning cobwebs,” 
and “turned men from disputations of words to an observation 
of the world around,” so we are learning today for the first time 
that economics is a science that has to do with the affairs of this 
world and is not merely a part of abstract philosophy. Half a 
century ago Mill was called severely to account for asserting that 
while production rested on physical laws distribution rested on 
the conventions of society. We are just beginning to find out how 
wide of the mark the first part of this statement is, however true 
within wide limits the latter may be. 

Until within a decade or two economics was considered the science 
of private pecuniary gain. Within very recent days the emphasis 
has shifted from private gain to human welfare. 

The traditional economics took definite shape at the moment 
when the world was passing from one economic system, method 
of production, and business organization to another. Its princi- 
ples were drawn almost entirely from the conditions then rapidly 
passing away. ‘They were posited on the condition of the inde- 
pendent employer, who was at the same time skilled workman, 
capitalist or owner of the instruments of production, and actual 
director of industry. This was before the productive power of 
the world was capable of producing a large surplus wealth. The 
key to the industrial situation then was the trained independent 
employer, working within the guild for his own account under the 
rules formulated by the guild. The chief object of these rules 
was to give every man an equal chance and to assure to him the 
rewards of his industry and skill. Capital, in that age, though 
important was not a separate category. The philosophy did not 
provide for a condition of affairs in which the mass of the work- 
men were unskilled, working for wages, and the instruments of 
industry were owned by another class of society, for the most part 


devoid of technical knowledge. The main object of guild rules 


was always general well-being and not capitalistic profits. 
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unrest. The keeping open of the gates of immigration, together 
with the constant increase of automatic, or semi-automatic, ma- 
chinery made the profitable employment of a lower and lower 
grade of workmen in our manufacturing industries possible. The 
incoming of these hordes of various races, tongues, and religions, 
prevented that effectual combination of labor which might have 
done something in the absence of a strong government to check 
the growing inequality of wealth and opportunity. 

The interpretation of our constitution by which a corporate 
charter became a contract and a corporation was endowed with 
all the more important economic characteristics and rights of a 
natural person, destroyed competition as a controlling factor in 
industrial life. Lax corporation laws supplemented by liberal in- 
terpretation of the same by the courts, led the corporations to 
combine under various forms and to enter into gigantic trusts and 
combinations, 

When the American Economic Association was formed about a 
quarter of a century ago, the prevailing system of economics 
taught that the state or organized society as such had nothing to 
do with economics, although it must be said to the credit of some 
of the founders that they protested vigorously against such doc- 
trines. Economics was considered, in the English speaking world, 
a purely abstract philosophy—an a priori science. The sole 
function of the state was to preserve law and order, and to prevent 
physical violence to persons and injury to property. Under the 
assumption of individual liberty, freedom of contract, free and 
beneficent competition, whatever wrong existed would tend to right 
itself. Hence, society, as such, need not concern itself consciously 
about the conditions of production or distribution. Contrary to 
the theory, this beautiful system of abstract philosophy never had 
any very close relation to the actual world of affairs at any time, 
or in any place. But the increasing inequality of wealth and 
opportunity drove the the actual world every day farther and far- 
ther away from the prevailing theory of economics. Competition 
never applied as completely in any nation or community as the early 
economists implied, for the simple reason that to be effective compe- 
tition must be between units of substantially equal bargaining 
power. This means not only the equal personal liberty of the con- 
tracting parties, on which we have laid so much stress, but it also 
calls for substantially equal intelligence, knowledge, and economic 
well-being. In other words, each party must be free to enter into a 


6 


given contract, 
promises him m 
enters into a < 
tageous to him 
into it he will b: 
idyllic suppositi 
freedom of cont. 
In the first fi 
capital was limit 
the then existing 
bined action or 
in fact, ever mad 
any considerabl 
in any community 
when the major p 
by the term fre 
of semi-freedom, 
standards, but 
communities, even 
tion were in act 
Women, minors, id 
this sacred precin 
But it was not 


enormous surplus 


cleavage and the c1 


classes, that we 

sonally free adult 
as unfree econom! 
was limited by law 


Furthermore, 


growth of fixed cay 


does not fix a defi 


+ 


competition. I ta 


rests fundamental! 


attempt to supply 
price of that comn 
the most efficient 
will find that price 


that condition is 


his capital and lab 


promises at least 


{ssociation 


the one result or the other 


fact that one of the parties 


be generally disadvan- 


refrains from entering 


cepted it, fulfills neither the 


yr the legal conception of 


y,; population was small, 
individual hands. Under 
es did not exist for com 
Nor was any attempt, 

. of freedom of contract 
tion living at any one time 


contract arose in the days 


; not free in the sense implied 


were living in a condition 
ss free according to our 
n many ways. In many 
1 large part of the popula 
course were excluded. 


lasses were shut out from 


ipitalistic industry and the 


with the consequent class 
ge-earning, non-propertied 
the majority of the per 


conditions, were quite 


se whose personal freedom 


} 


whether or not the mere 
all other considerations, 
veness and beneficence of 
n doctrine of competition 
when two competitors 
4 given commodity the 
ut to the point at which 
fit, while the less efficient 
irther assumes that when 
an, and will, withdraw 
yme other industry which 


profit prevailing in the 


comm 
ditior 
petit 
condi 
dema 
use 
petit 
have 
regu 
face 
lies | 
B 
car! 
trac 
pro 
lati 
civil 
178 
an 
yea 
aft 


cor 


Tot 
| 
Fy 
ity 
al 
gel 
of 
| de 
| 
| 
Hid 
| 
| 
ay a 
3h ( 


Economics and The Law 


community. But if such an inefficient competitor is not in a con- 
dition to make this change without total or even great loss, com- 
petition has to that degree ceased to be effective. Under such 
conditions, until the existing fixed capital is worn out, or until 
demand has increased, by the growth of society, so as to require the 
use of both plants at profitable prices, attempts at so-called com- 
petition are not competition at all in the Ricardian sense, and 
have none of the virtues ascribed to competition as the natural 
regulator of industry and as a protector to the consumer. In the 
face of these facts we invent various doctrines of so-called monopo- 
lies and begin to consider these exceptions to our rules. 

But the taking of the so-called utilities, including the common 
carriers, out of the categories of competition and freedom of con- 
tract, does not bring the readjustment of the doctrines of private 
property into consonance with the popular ethical sentiments re- 
lating to the rights of property in a rapidly growing and changing 
civilization. Therefore, just as the decision (Chisholm vs. Georgia, 
1793) that a citizen may sue a state was answered immediately by 
an agitation for amendment prohibiting such suit, and within four 
years by the adoption of such an amendment, so immediately 
after the Dartmouth College case the people began to forbid, by 
constitutional amendment where that seemed practicable, and by 
general statutes where amendment was difficult, the granting of 
any corporate charters without the specific reservation on the part, 
of the legislature to alter, amend, or appeal the same. This, of 
course, did not reach charters previously granted. 

In the absence of a constitutional amendment, it remained for 
the courts to step in and relax the rigors of the Dartmouth College 
case by strained interpretation. This was done by introducing the 
doctrine of the police power, which is by implication superimposed 
upon and made a part of all contracts. The New York courts 
entered first upon this practice, but it was taken up within a 
decade by the federal Supreme Court. This was a great extension 
and an entirely new application of the police power.’ The full 


significance however of such application did not appear until more 
than a generation later. 

This doctrine cut deep into the theory of the Dartmouth College 
case; but, what is much more significant, it placed once for all, until 


Cf. The Police Power, Public Policy and Constitutional Rights, by Ernest 
Freund (1904), Preface, p. v. “The law of the police power is practically 
a growth of the last thirty or forty years and much of it remains unsettled.” 
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deliberate public opinion; or, as a distinguished lawyer has stated 
it, you cannot compel a sovereign state or a whole people to be 
moral against its will. 

But we are reminded that the wisdom of our fathers decreed by 
constitutional enactment that when, by changing popular senti- 
ment, the public demands that what is now property legally 
acquired ought no longer to be property under the changed ethical 
standards, the state should in a constitutional, orderly, and legal 
manner, expropriate that property, and pay full value to its present 
owners. But the object of private property and the sacredness 
of contract is said to be to give to individuals the ability to count 
on the future to a degree that will justify them in carrying on 
production and making an effort to acquire property, and if such 
in assurance cannot be given under some form of constitutional 
provision production will cease and civilization will disappear. 
Granted that morality requires such a doctrine, and that confisca- 
tion is therefore unethical; yet, where public sentiment no longer 
permits that to be property which is recognized as property under 
the present constitution and laws, the doctrine is vain so long as 
you cannot compel the whole people to act against its will. Per- 
haps the remedy for this evil is not an attempt at compulsion by 
law, but genuine moral education. 

If then, we admit for the sake of argument that the content of 
property will change, and ought to change from time to time, as 
the needs of society change, and that no person and no class of 
persons ought to be allowed to hold anything as property when 
such holding has come to be harmful to the common weal, let us 
see how the matter of compensation in such cases has been dealt 
with in the past. This may enable us in some measure at least to 
forecast the future, and possibly to avoid serious difficulties. 

If we cannot compel a nation to act against its will, whether that 
will be good or bad, can we force it to grant compensation in cases 
where the right to property in the particular thing is no longer 
permitted by public opinion? Is is not probable that the degree to 
which compensation can actually be enforced in any case will de 


pend on the extent of the gap at any time which separates actual 
conditions from the public judgment of what the present public 
welfare demands ?? 


*“The substance of the law at any given time pretty nearly corresponds so 
far as it goes with what is then understood to be convenient: but its form 
and machinery and the degree to which it is able to work out desired results 
depend very much upon its past.”—O. W. Holmes, Jr., The Common Law, p. 1. 
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these rights too closely bound up in the minds of their owners with 
the political control that affects all vested rights? 

In the light of history, it will, perhaps, be admitted by all that 
no large body of property, whether it be the public office or slaves 
of bygone days, or the saloons of today, can exist indefinitely 
against a growing sentiment that such property is injurious to 
the welfare of society as a whole. It is probable that no consti- 
tutional or legal forms can save such property. Furthermore, if 
such property is maintained for generations by what the public 
considers immoral means, and until the burden of compensation 
would stagger the public, it is doubtful whether the public will 
even offer compensation. This is more likely to be the case where 
the property is of such a nature (as in the case of slavery) that 
public sentiment will not allow the compensating body to recoup 
the price paid by the further use of the thing as property. 

If these premises be correct, does the question not come down 
simply to this, whether when the issue is forced the owners will 
consent to a gradual and peaceful modification of property rights 
without compensation? If not, the alternative would seem to be 
the final appeal to force. This brings us to the primitive doctrine 
that one is entitled to such property only as he is physically able 
to defend and hold. But such a condition carries us out of the 
realm of law into that of mere might and reduces us to a state of 
nature. No one who understood the situation would want to main- 
tain a constitutional form that reduces us to this condition. This 
means the abandonment of law and a shifting of the economic 
equilibrium by force as in the Peasants’ Rebellion of 1381. In the 
case of the abolition of the monasteries under Henry the Eighth, 
as also of the political reforms in England, 1832, the property 
owners were better advised and consented, very unwillingly it is 
true, to a shifting of the economic power to other classes by more 
or less peaceful means. This of course involved a large modifica- 
tion of property rights as well as of political rights, and, in fact, 
a large confiscation of private property. The reforms offer a close 
parallel to the prohibition movement of today with its direct 
confiscations. 

The control of government has always given content and mean- 
ing to property rights for determining the distribution of wealth 
among the different classes of society. In America today those 
in control of our concentrated wealth find themselves apparently 
entrenched behind an almost unamendable constitution, based upon 
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by the objectionable recall of judges or of constitutional decisions, 
or both. The doctrine that in a democracy the courts can main- 
tain property interests unchanged for any considerable time, and 
more particularly the property interests of large concentrated 
wealth, against a well settled and determined public opinion, with- 
out grave dangers meantime, seems highly doubtful. 

Be that as it may, it will always remain true that the right to 
determine public policy is a political right—in fact the most im- 
portant and fundamental political right—over which the public is 
unwilling to surrender control. 

The question then is, whether or not we are to keep our courts 
in politics, and make them a football of partisan activity, or 
whether we are to recognize once for all that the determining of 
public policy is a political function, and that the legislature is a 
more trustworthy political organ than the courts for such a 
function. 

There is no higher or more important public function than the 
impartial administration of justice between man and man, and the 
enforcement of the law. That the courts ought to be removed 
from political influences all right-minded men admit. That this 
can be easily accomplished the English experience proves. It is a 
very significant fact that in the recent reconstitution of the Eng- 
lish House of Lords by which it was effectually shorn of its political 
powers, no suggestion even was made to deprive that House of its 
judicial powers, for the simple reason that none but the judges 
took part in the legal decisions, and the judges confine themselves 
to declaring and enforcing the law and do not try to make the law. 
But the judges can never be removed from political attack and 
party influence in this or any other country so long as the chief 
political function—the determining of public policy—is performed 
by the courts. 

The present system does not, in fact, adjust the public policy 
satisfactorily to the actual needs of the day. It tends, rather, to 
preserve the form adapted to a strictly pioneer organization of 
society based on economic equality and free land, while we are 
actually living in a marvelously complex civilization, with great 
inequality and with our natural resources already appropriated. 
Should the present decline in real wages continue for many years, 
the tension is likely to become very great, for inequality, with the 
consequent lack of bargaining ability, tends to increase at an ever- 
accelerating rate. 
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from private gain to public welfare, that is, social well-being, and 
the latter undertaking to prove that present methods of produc- 
tion are at cross purposes with the controlling and impelling 
‘nstincts of mankind. 

For centuries we have had now and then such books, but never 
before by professional economists of standing. Yet these are the 
books that are today not only receiving the most popular attention, 
hut the ones that are actually marking out the path, however 
imperfectly, which economics must follow if it is to be more than 
, system of intellectual gymnastics or to have any effect on practi- 
eal life. 

Our free land has heretofore obscured the real tendencies of our 
economic development. This fixed, on the one hand, a definite 
minimum below which economic well-being could not be pressed and 
thus maintained a definite standard of life. On the other hand, it 
offered opportunities to vast numbers of people to make individual 
fortunes, and thus to rise to the capitalistic class. This kept alive 
that speculative spirit and hope so conducive to energy, enterprise, 
and economic efficiency and production. 

The wage system as at present interpreted in our legal doctrines 
with the gates of opportunity closed by the complete appropriation 
of natural resources and by the weakened bargaining power of the 
individual in the uneducated, non-propertied, working classes, pre- 
sents quite a different spectacle. These changed conditions raise 
questions of vast import. 

We have passed recently, slowly, haltingly, and against great 
obstacles presented by the courts, to legislation protecting women, 
children, and finally adult men, as to accidents, workmen’s com- 
pensation, hours, and conditions of employment. However, the 
final attitude of the courts on much of this legislation remains to 
be worked out. But whatever the final view of the courts on 
workmen’s compensation and the minimum wage may be, the econ- 
omists and the general public, at least, have made up their minds, 
once and for all, that so far as these subjects are concerned the 
working classes are no longer subject to helpful or beneficent com- 
petition or the freedom of individual contract. We have very 
grudgingly admitted the usefulness of the collective bargaining 
brought about by labor unions as a necessary and desirable brake 
to check by united action the further disturbing of this equilibrium 
until we can develop a state which is strong enough to represent 
the social welfare and insure the progress of the nation. Compe- 


SO 
i 
| 


16 


tition wil 
remains 
stronger 
viduals 
that pign 
To th 
to comp 
through 
our pres 
our atte 
practi Li 
today and 
depressed 
zation W 
mankind s 
ritory c 
sustain 
tion should 
should the 
slavery, an 
alone. 


Our lega 


progressi\ 


haustion, or 


legal organ 
status will s 
population. 
tion of th 
the chanct 
them. And 
majority of 


for the exist 


of acquiring 


duction, an 


such hope, p! 


ig 


Mill’s Prin 


Association 


role in human affairs, but it 
ety, acting through a stat 
lual or organized group of indi- 
rules of the game and sees to it 
fight with giants. 

nability of the laboring classes 
esults disastrous to them and 
‘al, it must be plain that could 


uintained for a few generations 
tition under it would mean 


pe 
the non-propertied classes of 
Under such circumstances, if the 
ww off the yoke by force civili 
ince, For the experience of 
pulation limited to a given ter 

gh economic goods to support or 
tion of subjection the popula 
peace could be maintained, we 

ns for a civilization based on 


tence by means of forced labor 


perty, with its present connota- 
loctrine that private property 


ent motivation for economic 


ze enough scale to maintain a 
pul ition. But with the ex 
n itural resources to a point 


imself of such resources unless 
appears that, if our present 
hope of ever bettering their 
yusness of the whole working 
people obtain sufficient informa- 
ition to industry offered by 
perty will no longer influence 
ly constitute the overwhelming 
lustrial nation, this argument 
lefeats itself; for if the hope 

ef motive for economic pro- 

f our people are shut out from 
less it is kept up under some 


Dp 
t 
t 
4 
3 
‘ 


ays 
bat 
| 
|| 
> 
| 
| 
| 
| 


Economics and The Law 17 


other motive,—that is, under compulsion. In fact, the wage sys- 
tem as based on individual bargaining, under our present interpre- 
tation of individual private contract and private property, is as 
inevitably doomed as African slavery was doomed in the United 
States in 1860. For if private property is to be preserved as a 
necessary inducement to energy, thrift, and economic production, 
society must be so organized as to present that appeal to more 
than an infinitesimal and ever-decreasing portion of the population. 
The possibility of attaining the goal is at present too remote from 
the consciousness of the vast majority of mankind to have the 
lesired effi ct. 

This is not the time or the place to suggest a specific remedy 
for this evil. It is probable that a solution will be found only after 
, multitude of experiments in many directions, such as codperation, 
profit sharing, education, and the like, many of which in the 
nature of the case must prove failures. 

Whatever the final outcome may be it must accomplish two 
important results: it will give the workman a conscious share in 
the direction of the industry ; and it will also, in addition to a guar- 
anteed minimum wage that may as Hobson suggests be regarded not 
as wages but as cost, give him a share in the speculative gains or 
profits of the industry. So much is required to keep up the ef- 
ficiency of production and to keep the workmen from sinking to 
the inefficiency of servile labor. 

Nor does the tradition that anyone can acquire property under 
the present system, or the isolated instances of poor men who have 
become rich, negative this conclusion. The fact is that we have 
too recently escaped from a condition of abundant free land and 
substantial equality of wealth and opportunity resulting from 
and accompanying these unappropriated natural resources, to 
make any such historical examples pertinent to the present inquiry. 
It is pretty well agreed today that in the absence of specific and 
conscious social action, working through the state, social classes 
tend not only to perpetuate themselves, but, as time goes on, to 
become more and more consciously guided by class motives. 

In the absence of such social action the United States now 
offers the most striking field for maintaining and perpetuating such 
classes. First, we have the greatest degree of inequality; next, 
we have the highest degree of rapid movement, at the same time 
that our large vested interests have already learned to act as a unit 
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plate, would surely follow. I have presented a mere description 
of what awaits us in the near future if our present legal system, 
with its worn out individualism and doctrines of contract and 
competition, could be retained for a considerable period. But 
fortunately, as already indicated, it is neither socially desirable 
nor practically possible to maintain this system unamended. 

It is true that the economists have not yet formulated a definite 
scheme of reform, and equally true that those who profit financially 
by the present system think they are unalterably opposed to any 
| unge. Nevertheless, all the more important economists have had 
their faith in the existing system profoundly shaken. In fact, the 
laissez-faire doctrine has been repudiated, hence the endless con- 
fusion in economic doctrines and teaching in America today. 

We have rejected the old and have not yet discovered and 
formulated the new. We may still believe that wages are deter- 
mined by demand and supply, but we are all now convinced that 
what the demand or what the supply will be at any particular time 
depends largely on the customs, institutions, constitutions, and 
laws of the land, and not on any merely abstract a priori, philoso- 
phical, or metaphysical speculations as to the economic man. We 
are now trying to work out such a social control over demand and 
supply as to make them what it is socially desirable they should be. 

Let us ask once more whether there are any natural forces that 
can be relied upon to bring about the reérganization now admitted 
to be necessary if we are to make economic and social progress. 
Let us ask further whether such a needed readjustment means, as 
we are so often told, the destruction of private property and even 
of existing wealth, with the consequent decay of our civilization. 
Does such a change necessarily involve socialism, communism, or 
any other form of organization inconsistent with the maintenance 
of private property, retaining in private property all the elements 
which have in practice proved themselves conducive to the general 
welfare? 

The chief emphasis today is on human welfare. While we have 
come to realize that we may at any one moment urge on our eco- 
nomic production at such a rate as to destroy the possibilities of 
similar production in the future, the doctrine of human welfare 
as against the abstract doctrine of natural production and dis- 
tribution under a system of unrestrained competition simply means 
such a change in our philosophy, and such a modification of 
private property through law reform, as will put into operation 
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To sum up: The old system has broken down, not because com- 
petition has disappeared or ceased to be important, but because 
the increasing inequalities of wealth, with the added facilities for 
combination, have made it impossible for the great mass of the 
people to compete on equal terms. “Under present conditions,” 
is Walker says, “the game is played with loaded dice.” At the 
same time, the constitution with its system of checks and balances 
has not expanded rapidly enough to enable us to meet the changed 
economic and social conditions satisfactorily. On the other hand, 
centuries of free schooling, free right of assembly, free speech, 
freedom of religious thought, extended suffrage, and the increased 
means of transferring persons, goods, and intelligence, have in 
creased enormously the ability of the poorer classes to combine 
for political action. From this it follows, logically, that so soon 
is the dissatisfaction reaches a certain point political power must 
pass to the majority,® that is to the working and non-propertied 
classes, whose members are becoming more and more class conscious. 
Furthermore, notwithstanding the great inequality in fortune, the 
working classes have sufficient interest in the outcome to give them 
hope and courage to work together for a reérganization of society. 
In spite of great divergence of opinion among them, there is a 
common feeling that, in the long run, economic reform can come 
only through political action. It is inconceivable that they should 
come into political power and not use that power for bringing 
about, through the state, the only organization including all the 
people, such economic changes as public opinion considers desira- 
ble in the common interest. When this idea is broached, we hear 
much of the danger of revolution, destruction of property, and 
the decay of civilization. 

As against such dire prophecies, certain considerations should 
not be overlooked. First, the working people have been trained 
in political action and self-restraint for too many generations, and 
understand how much easier, safer, and more satisfactory such 
action is than violence. In the next place, they have too much at 
stake to risk it all on such a doubtful venture. 

Notwithstanding the spectacle that Europe offers us today, the 


*“It is a chimerical hope to overpower or outnumber the middle class whatever 
modes of voting, whatever redistribution of the constituencies are really neces- 
sary for placing the government in their hands. Those, whether we like it or 
not, they will assuredly obtain.”—J. S. Mill, Dissertations, II, p. 155. 
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opinion, representing, at any time, a clear majority of the 
community.’ 

It would seem to require no demonstration that a state political 
ly. or an economic organization within a state, cannot be consid 
ered in stable equilibrium, or likely to endure unchanged, when 
inder a wide suffrage and extended political rights the majority of 
he people want that system changed. 


But this is not a disturbing thought. It means evolution, not 


revolution; not abolition of private property, but the bring 
ng of the rights of private property into harmony with the 
desires and needs of the age. No sudden or violent change or 
destruction is needed, but a gradual, orderly, and peaceful modi- 
fication and adaptation of institutions, and consequently of eco 


nomics, to a modern, changed environment and to public welfare. 


“The first requirement of a sound body of law is that it should correspond 
with the actual feelings and demands of the community, whether right or 
wrong.’ —O. W. Holmes, Jr., The Common Law, p. 41. 
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I repeat that it is therefore a privilege to find such a forum as 
this for the discussion. 

I shall take the liberty of reversing the order in which the 
two questions have been submitted for consideration, so that they 
will read as follows: (1) Should the Stock Exchange be sub- 
jected to regulation? (2) Should such regulation include the 
suppression or restriction of speculation? 

The New York Stock Exchange towers above all the exchanges 
of the country, exceeding many times in importance and in the 
magnitude of its dealings all the others combined. It absolutely 
controls the transmission and distribution throughout the country 
of the quotations of all the securities that are dealt in upon its 
floor, by exclusive contract with the Western Union Telegraph 
Company. All other exchanges are guided by its quotations. 
Their forms of organization and regulations are in the main 
framed on the lines of the New York Exchange, and I shall ac- 
cordingly discuss the subject with reference to the New York 
Stock Exchange, intending thereby to include the others. 

Permit me to explain at the outset that I have no patience 
with the legislators, agitators, demagogues, and ignoramuses 
throughout the country who regard the Exchange as a sort of 
gambling den or its membership as a coterie of gamblers whose 
activities should be suppressed. The Exchange is a wholesome 
public necessity. Without a legitimate public security market 
which is furnished by its machinery, properly controlled, no great 
business or financial enterprises would be possible. We can no 
more get along without it than without banks. It is, in fact, 
more important than any other agency of finance. Our ventures 
have reached a magnitude that private capital cannot support. 
Its elimination would soon paralyze the wheels of industry. It 


s not healthful or desirable that a few banking houses should 
monopolize the prestige and profit of acting as intermediaries be 
tween those who need the capital for these enterprises and the 
investors who are able to supply it. That need should be supplied 
by a public market for securities. It is because of its important 
place in the economic system that the greatest care should be 
exercised to confine it to its legitimate functions. Its power for 
usefulness is unlimited. Its disrepute is a loss and a misfortune 
to the entire community. 

Judged by the standards of the past, no more honorable men 
than the general body of the membership of the Exchange can 
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conditions arising out of the war with wisdom and conservatism. 
True, it has assumed powers over the property and destinies of the 
millions of security holders of the country that are not tolerated 
by any other body on earth, public or private, and that seem 
‘neredible, but that arrogation of power, as I shall endeavor to 
show, is due to the absence of the governmental regulation to 
which the Exchange should be subjected. There are other criti 
cisms as to its present attitude in permitting short selling within 
the minimum prices fixed by its self-imposed regulations, and 
there are fundamental abuses which it refuses to and will never 
voluntarily correct and which can only be removed through gov 
ernment supervision, to which reference will be hereafter made. 

There have, however, been many minor reforms inaugurated 
within the past two years under the spur of the exposures and 
public criticism of its practices that were made in the so-called 
“Money Trust Investigation” by the committee of Congress 
known as the Pujo Committee. Whilst the Exchange ungraciously 
refuses to admit that these reforms have been forced by the public 
agitation due to this investigation, I believe that is now generally 
recognized to be the fact. The Exchange has at last partially 
awakened to a realization of its sense of public responsibility, but 
it strangely continues to resist all attempts to enforce respon- 
sibility or to so control it as to permit any public authority to 
inform itself of violations of law by its members or of abuses that 
now exist or that may hereafter arise from time to time. Through 
the elaborate press bureau that it maintains under the name of 
the “Library Committee” its reforms are exaggerated and _ its 
abuses and defects are hidden as never before in its history. As 
the result of this systematic propaganda and of the temporary 
diversion of public interest to international affairs, it is becoming 
daily more difficult to secure the necessary attention to this sub- 
ject that so nearly affects the fortunes of the entire community. 

The oft-repeated warnings of the advocates of governmental 
regulation of our stock exchanges of the perils to the country of 
the absence of such regulation are demonstrated by recent events to 
have been prophetic and grossly understated, notwithstanding the 
fact that we have fortunately thus far passed through the present 
crisis without encountering the disasters that we have invited by 
the absence of public contrul. Like flashes of lightning illuminat 
ing the landscape on a dark night the experiences that have come 
to us from this world cataclysm have lighted up the obscure cor- 
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features of its management. Not even the courts are permitted 
to review its regulations for conducting the public business, or 
any other feature of its organization or manner of discharging 
iit public duties. When a vacancy in its membership occurs 
through death, bankruptcy, resignation or sale of the right of 
membership, it can be filled only by a two-thirds vote of the 
Board of Governors, ratified by a majority vote of the Associa 
tion. This action is also final and unreviewable by judicial 
authority or otherwise. By reason of this limitation of mem 
bership, a seat has of late years varied in price from $30,000 
to $95,000, dependent upon conditions of business; and no securi 
ties can be bought or sold on the Exchange except through a 
membe 

3. The exclusive power of discipline is vested in the Associa 
tion through its committees. It may expel or suspend a member 
and thus destroy his reputation and occupation and deprive him 
of the right to earn a livelihood, on any grounds that it deems 
sufficient; and he has no right to review its action in the courts 
and can get no redress so long as he has had the opportunity of a 
hearing, without counsel, before the body composed of his 
competitors, 

+. In the exercise of its unrestricted right of discipline, great 
abuses have developed. The Association requires every member to 
charge a fixed commission upon all purchases and sales for cus 
tomers of securities that are listed on the Exchange, regardless 
of the price of the security. A share of stock that costs $11 
is charged with the same compulsory commission as one that costs 
$200. Any member who violates or evades this rule or attempts 
by indirection to do so is subject to expulsion. The infraction of 
this regulation was characterized under oath by one of the most 
distinguished ex-presidents of the Exchange as “the most heinous 
offense a member can commit”—more heinous than frauds per- 
petrated by a member upon his customers, as is evidenced by the 
fact that the penalties which have at times been imposed for this 
offense have been more severe than those inflicted for obvious 
fraud. Expulsions and suspensions on this ground have been 
held not reviewable by the courts. 


In the exercise of this unrestrained power of discipline th 
Exchange may expel a member for having had any dealings or 
communications with, or for even writing a letter to or speaking 
over the telephone with, a respectable member of a reputable 
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some years ago, but its discontinuance was not accomplished with- 
out a struggle. The men who foisted it upon the Exchange and 
kept it there for their own profit, many of whom were leaders of 
finance, were permitted for years to exploit the public in that way 
to the extent of many millions. It is only when we look back upon 
the extent of these buccaneering projects that we realize the vast 
and growing improvement in the morale of the Exchange. 

6. The so-called “continuous quotations” of prices are not 
available to any individual or corporation in the United States ex- 
cept with the express permission of the Exchange, and there is no 
right of review from its fiat to the courts or to any public author- 
ity. It may at any time suspend the publication of quotations and 
leave the security holders of the country to their own devices, 
without information as to the transactions in this public security 
market. 

The latest recorded revolt illustrating the extent of this despotic 
power is in the form of a suit instituted within the past two 
weeks at Pittsburgh by John L. Moore & Co., a brokerage house 
of that city, against the Western Union Telegraph Company, in 
which the plaintiff alleges that in the exercise of the agreement 
between the Telegraph Company and the Exchange forbidding 
the Telegraph Company to furnish quotations to any person not 
sanctioned by the Exchange, the Telegraph Company has been 
instructed by the Exchange not to furnish the plaintiff with 
quotations and as a result the plaintiff's brokerage business will 
be ruined. 

In the present state of the law on this subject Moore & Co. 
can probably get no redress. The pretext on which the Exchange 
exercises such power to control the action of an interstate common 
carrier is its desire to suppress “bucket shops,” which it is ad- 
mitted cannot conduct their illicit operations without the aid 
of these quotations. The same, however, is true of a broker doing 
a legitimate business. It is said, for instance (I know nothing 
of the merits) that Moore & Co. buy and sell stocks and bonds 
only for cash, and that unlike most members of the Exchange 
they deal only in the actual stock certificates and do not even 
buy or sell on margin. For years and until the Exchange closed 
on July 30 they received these quotations that are essential to 
their business. Now they are arbitrarily refused. 

While the suppression of bucket shops is a consummation quite 
as devoutly to be wished (and quite as far from realization) 
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1. The Exchange forebade its members, under pain of ex- 
pulsion, from buying, selling, or dealing in any class of securities, 
whether bonds or stocks, whether listed on the Exchange or un- 
listed, except with the express approval of a special committee 
selected by the governors and then only under certain regula 
tions and restrictions as to the price, terms of delivery, and other 
conditions promulgated by the committee from time to time. 

2. If you or I happened to own securities on which we were 
forced to realize to meet our obligations, or chose for any other 
reason to do so, there was no way of selling them on or off the 
Exchange, through any member, publicly or privately, below 
the prices fixed by this committee, nor except through its consent. 
Any one who was concerned in such a purchase or sale was 
subject to discipline. 

Other powers quite as drastic and comprehensive were assumed 
relating to the operations of what is known as the “Curb Market,” 
with which the Exchange has no more legitimate concern than 
“the man in the street.” 

The Curb is also a public security market, entirely separate from 
the New York Stock Exchange, with an independent membership, 
but such is the power of the Exchange that the members of the 
Curb are not allowed by the Exchange to deal in any securities 
that are listed on the Exchange or that the latter may at any 
time choose to place upon its list. For defying this prohibition the 
Exchange would forbid its members dealing with any Curb 
member or buying or selling any security listed on the Curb. 
That would mean the instant extinction of the Curb. 

The members of the Curb conduct their business in the open 
street, within a roped line fixed by the police. They are subject 
to the inconveniences and interruptions of business due to the 
inclemencies of the weather and the passing traffic. They are 
well able and have long desired to locate under the shelter of 
a roof, but there is a regulation of the Exchange which would 
in that event prevent a Stock Exchange member from dealing 
with a Curb member. The Exchange shows no disposition to 
relent or relax that rule. Hence the Curb Association, a body 
with its own regulations (to which it adheres quite as rigidly 
as does the Exchange to its rules) is forced to remain in the 
street and to surrender to the big Exchange whatever business 
in securities the latter may from time to time elect to take from 
the Curb and unto itself. It is hard to believe that such things 
are possible. 
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no constituted authority to protect the public or with the right 
+> restrain, direct, or review their action. 

Herein lies the anomaly of our situation—unlike anything of 
‘ts kind in the civilized world. If these gentlemen had chosen 
to permit dealings to continue after July 30, as many of them 
were desirous of doing and as they are said to have decided to 
do the night before, there would have been no public authority 
inywhere to restrain them. They would probably have bank- 
rupted the banks, life insurance companies, and other public in- 
stitutions. Fortunately for us these particular men at this 
particular juncture had the enlightened selfishness to realize that 
in the tottering markets which they would have encountered the 
following day if the Exchange had been opened the margins on 
their pledged collateral with the banks would have been ex- 
hausted and they would have bankrupted themselves. If the banks 
and brokers had been comparatively free of stocks and with plenty 
of cheap, “easy” money in hand, and a band of rich, reckless 
speculators had been in control, as has happened and may well 
happen again, imagine what a catastrophe could have been pre- 
cipitated upon us with the cheerful, ever-ready aid of the “short 
sellers.” I do not mean to imply that any such brutal thing 
would have been done, although we have had some unfortunate 
experiences of that kind on a smaller scale at times. The fact 
that it would have been possible, and that there is no authority 
in any public officer to control such a situation, is the point I 
want to make in this connection. 

The necessity for regulation is not to be tested by what was done 
but by what may be lawfully done under existing law without 
fear or opportunity of discovery or punishment, under given con- 
ditions and in the absence of regulative and restrictive laws. 
Security markets have been habitually raided and manipulated 
in the past and there has been no legal responsibility or redress, 
Assuming this did not happen to any extent in this emergency, 


does that fact render it any less essential to ensure legal pro- 


tection against its recurrence, especially now that we know the 
extent of the peril? Why have we any repressive laws if we 
can rely on people refraining from public injury without fear 
of punishment? Does anyone doubt that the crashing of values 
during the two days the Exchange unwisely remained open was 
assisted if not precipitated by short selling? Or that it would 
have been more acute if speculators had been a trifle more daring 
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In like manner the Dutch Government at the outbreak of hos- 
tilities promptly took control over the Amsterdam Stock Ex 
change and has ever since directed its policy, although Holland 
‘+; not at war. We alone permit this vast power to remain in 
private and interested hands. 

Much that is confusing and misleading has been said and written 
n the course of the discussion of this subject as to the constitution 
of the Continental exchanges and more particularly as to the ex- 
perience of Germany in its unsuccessful and disastrous attempts 
to stop speculation. ‘The manifest purpose of this argument 
has been to lead the uninformed to believe that the efficacy of 

ie then and now existing government regulation and jurisdiction 
over the general business of the Stock Exchange was in some 
way involved in that controversy, that it had proven a failure, 
and that the regulatory law had been repealed or materially 
changed so that it now conforms more nearly to the claims of 
the opponents of government control. 

In order to make it entirely clear that there is no basis for 
iny of these contentions, and at the same time to demonstrate 
the wisdom, efficiency, and success of government control, it may 
be proper at this point to refer briefly to the German and French 
systems and to the change that was found advisable in the Ger 
man laws that had been passed for the purpose of restricting 
speculation and that had reference solely to that branch of the 
subject. There has never been any change in the situation of 
the German and French stock exchanges as essentially govern 
ment institutions. ‘They are and have been as completely a part 
of the machinery of the government as is our Treasury Depart 
ment or the Bureau of Commerce or any other of our governmental 
agencies. Their membership consists of private individuals, al 
though that of the Paris Bourse is limited to seventy members, 


ull of whom are government appointees and enjoy a government 
monopoly of the business. 


In 1896 the German Agrarian party procured the enactment 
of a law that was intended to modify the then existing govern 
mentally approved regulations so as to curb speculation in grain, 
commodities, and mining and industrial securities. The subject 
of the legislation is admirably treated by Professor Henry C. 
Emery, of Yale University, to whom we are to have the pleasure 
and privilege of listening today, in a carefully considered article 
published in the Yale Review of May, 1908, under what seems 
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The result of the prohibition against dealings in mining and 
‘ndustrial shares “for the account” was to require them to be 
settled for and taken up the following day. This is now and 


iIwavs has been the rule with us as to all transactions on the 


Exchange, but in Germany the settlement of these transactions 
is made monthly and in England semi-monthly. In order to meet 
his requirement the course of business had to be altered so that 
the brokers could borrow from the bank or bankers, with the 
securities as collateral, the money with which to pay for the 
purchases made, as is done with us. The only effect of the modifi 
cation in 1908 of these provisions of the law of 1896 was to 
reverse this practice and to reinstate the method of monthly 
settlements as being better adapted to the customs prevailing in 
Germany. 

Whilst the history of this legislation and its effects may be 
instructive on the merits of permitting speculation within certain 
limits on public exchanges, it is difficult to understand what it 
has to do with the main proposition we are here to discuss 
whether there should be some form of government supervision, 
regulation, and control of the Stock Exchange. 

Whether, to what extent, and under what restrictions specula- 
tion shall be permitted have nothing to do with the determination 
of that fundamental question. 

Let us not be misled on this point. There has long been the 
most effective governmental regulation in the Continental coun 
tries and there is no proof of failure or friction from that cause. 
From all accounts it has been wholesome and in the public pro 
tection, except where it has gone the length of attempting to 
outlaw all forms of speculation. Whether the extension of such 
regulations to the extreme point to which it was attempted in 
Germany by the law of 1896 was wise or proved effective is a 
debatable question, with which we have nothing to do as bearing 
upon this branch of the discussion. 

The first six sections of the German law of 1908, consisting 
of 38 sections and occupying 79 pages of U. S. Senate Document 
No. 574, which is said to have modified and superseded the law 
of 1896 on the subject of speculation, and which is the existing 
law regulating stock exchanges in Germany, read as follows: 

Section 1, Exchanges may be established only with the permission of the 
state governments (by which is meant the governments of the federal states 


of the German Empire). ‘The latter may also order the suspension of 
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“Suspension over the brokers shall be exercised by the Chamber 
of Brokers (in which the government is represented) and_ the 
State Commissioner.” 

Elaborate provisions are made for the trial of a member for 
violation of the rules by a so-called “Court of Honor,” in which 
the government representatives participate, and for the right of 
ippeal. The requirements for the listing of securities constitute 
the most significant and carefully worked out—as they are by 
all means the most important to the public—of all the features 
of this splendid body of laws. They involve the fullest disclosure 
of all the details of the corporate assets, securities, business, earn 
ings, ete., and the issue of a public prospectus containing the 
details required by law to be specified when the securities are 
offered for sale. 

Time will not permit and it will serve no useful purpose to 
discuss the many other particulars of this model legislation. 
Suffice it to say that at every step the public safety and welfare 
are considered and its interest is safeguarded. The same is true 
of the French law, which is equally exacting in its demands for 
official supervision of the exchange and publicity of the affairs 
of all corporations whose securities are there listed. 

The contrast between the solicitude and protection with which 
the transactions on the Continental exchanges are surrounded 
in the public interest and the reckless disregard of the public 
that has characterized our failure to deal with this subject is 
not flattering to our capacity for self-government. 

A passing survey of the intimate public relations of the Stock 
Exchange to our national and international financial life will 
demonstrate the enormity of the offense of omission of which 
Congress has been guilty in permitting its organization, manage 
ment, and operations to be conducted throughout all these years 
without supervision or control. Many of the vast illegitimate 
fortunes that have debauched our citizenship are attributable 
directly to that cause. For many years the pretended market 
prices of securities of our greatest corporations have been 
“rigged” and manipulated at the will of a handful of gamblers 
and operators, and the people of the country have been literally 
robbed of hundreds of millions of dollars through such transac- 
tions. Some of the best known names in the country were those 


of men who amassed great fortunes from the recognized business 


of “operators” in the securities of given corporations that they 
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f regulation by public authority. It is impracticable to repro 


Ol 


duce those schedules here, nor was it claimed that all these transac 


tions represented manipulation, but the following summary from 


he report of the committee, based on that evidence, will give a 
faint conception of the extent to which this orgy of gambling 
was carried: 

Stating the results shown, only in the most general way, it appears: 


1. That there has not been a year since January 1, 1906, when the Reading 
Co.’s entire common stock issue listed and subject to sale was not sold at 
least twenty times over and from that on up to forty-three times; that in a 
ingle month of that period it was sold six times over and that in only two 

miths of the entire period was it sold less than once over in a single month; 
and that although it is a dividend-paying stock the number of shares trans- 
ferred on the company’s books averaged for the period 8.6 per cent of the 
shares sold. 

In 1906 and 1907 there were in all 1,400,000 shares of Reading Common 
tock listed. ‘There were over eighty-one million shares sold in that time, 
starting at $164 per share and ending at $90. Those transactions represented 
wer eleven billion dollars in money in sales and the same amount in purchases. 


2. Summarily stated, it further appears that in each year since January 1, 
1906, the entire listed common stock issue of the United States Steel Corpor- 
ition has been sold five times over each year on the average, while the number 
of shares transferred on the company’s books has averaged 25 per cent of 

number sold. 

In United States Steel with 5,084,000 shares of common stock outstanding 
there were seventy-four million shares sold and the same number bought in 
1909 and 1910. In a single month (January 1910) there were over six mil- 
lion shares sold, 

It will be said that this largely represents speculation. But is it honest 
speculation or speculative excitement brought about by pool manipulation? 
What part of it is pure manipulation? 

Here again there have been selected by way of object lesson only a few of 
the instances that might be multiplied, but prominent cases have been taken 
to illustrate the point. Until these practices are made discoverable and 
punishable there is no reason why they should not be repeated when con- 
ditions are again favorable. 

Many of our great fortunes have been amassed by these methods. Who first 
knew when U. S. Steel common stock was to be put upon a dividend basis? 
Or when Union Pacific was to increase its dividend to 10 per cent? Or 
when Amalgamated Copper would reduce or pass its dividend? Or when 
and on what basis it would resume dividends? The determination of these 
questions generally rests with one or at most a few men in each company. 
It was natural that they should make use of their advance knowledge so 
long as there was no law or public sentiment to restrain them. But the 
temptation to force dividends and to suspend dividends and otherwise to use 
their vast power are too great. ‘They must be removed if we are ever to have 
honest corporate management. 

It may be that under the new order of things we shall not have the 
same class of men in our boards of directors. That is probably true. The 
incentives will no longer be there. They were dishonest incentives but 
strange to say it was not considered dishonest for a trustee to exploit his 
shareholders. It was considered rather clever even to the point of selling 
the stock of his own company “short” and shaking out his shareholders. 

It should be made impossible for the men who are in control of these 
vast enterprises to go on fleecing the public. It is high time that they 
were brought to realize that they are trustees for their shareholders. 
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petuates the existing abuse by excluding the worst features of 
manipulation from the definition, which should have included 


them. In defining manipulation the offense is made to apply only 
to cases in Which no simultaneous change of ownership is effected. 
[t is confined by the terms of the act to “all pretended purchases 
or sales whereby no simultaneous change of ownership is effected.” 
The bill is aimed only at fictitious transactions. Manipulation 
securities is not now accomplished to any appreciable extent 
by fictitious transactions, although it was formerly conducted 
t times by that means. As now practiced it does result in a 
change of ownership, so that the most widespread forms of man- 
ipulation practiced on the Exchange are not reached by this bill. 
It stands in the way of effective legislation to prevent 
manipulation. 

I do not propose to discuss here at any length the ethics or 

‘its of speculation except in so far as it is accompanied by 
manipulation or short selling. There is much to be said in sup- 
port of the argument that there can be no broad and active public 
market in the absence of speculation. If it can be established 
that there should be regulation, public authorities will determine 
the subsidiary question of whether and if so to what extent and 
under what conditions speculation shall be permitted. 

An interesting and instructive pamphlet has been published 
on this subject within the present year by Mr. John Henry Piper, 
entitled “The Technology of Stock Market Manipulation.” 

The author quotes as follows from the book of Mr. W. C. 
Van Antwerp (now one of the governors of the Stock Exchange, 
who conducts its vast press bureau) entitled “The Stock Market 
from Within”: 

The great evil of speculation consists in the buying of securities 
by uninformed people who cannot afford to lose. 

He analyzes and dissects that assertion with great skill, evi- 
dencing an intimate knowledge of stock market technique, and 
concludes with the suggestion that he has proved that Mr. Van 
Antwerp should revise this statement so as to read as follows: 

The great evil of speculation consists in the buying and short selling 
of securities by the people who cannot afford to lose all the time, 
or who do not lose all the time but who do lose all, in time. 


Or: 


The great evil of speculation in Wall Street is the buying and short 
selling of stock by people deluded with the idea that they speculate 
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governmental supervision of the Exchange (and there are many 
apart from those already discussed), the fact that without regu- 
lation manipulation cannot be discovered, would be conclusive 
of its necessity. Manipulation may not exist at the moment, but 
when confidence, activity, and speculation revive it will exist in the 
future as it has in the past unless it is checked by regulation that 
will furnish the means of discouraging and punishing it. 

There may be said to be three principal forms of manipulation, 
ipart from those that were formerly conducted through what 
are known as “wash sales” and fictitious transactions, which have 


Lal 


gely been abandoned, and others which it will not be necessary 
to discuss. 

1. The most common and most vicious form is effected by 
what are in substance bogus purchases and sales to create a 
false appearance of activity for the purpose of unloading the 
stock on the public at high prices. The same person or group 
gives buying orders to one set of brokers and selling orders to 
nother but the selling orders exceed in volume the buying orders 
until the stock is marketed. The apparent purchases and sales 
may and often do exceed the actual purchases by the public ten 
or twenty over. In order to actually unload one hundred shares 
on the public the manipulator may have to apparently deal in 
thousands of shares. So long as commissions are paid on these 


sham transactions on both sides of the bargain the Exchange 


has regarded them as entirely legitimate, even though the real 
nature of the dealing is apparent from their volume and from 
general report and can readily be verified from the books of the 
brokers, to which the Exchange has free access at all times. 

2. A series of transactions conducted for the purpose of ac- 
quiring or selling a large block of the stock of a given corporation 
not for investment but with the intent of realizing an immediate 
profit, brought about by purchases and sales that are calculated 
to affect the price in the way best adapted to accomplish the end 
in view. If the purpose be to accumulate stock so as to sell at a 
substantially higher level, the plan involves selling part of the 
accumulations as the stock rises so as to depress the price and 
then make larger purchases. If the intention is to sell the 
opposite course is adopted. The ultimate object is to buy stock 
that you do not want or to sell stock that you do not want with 
the view of affecting the price. 


3. Where a new security is to be introduced, instead of ad- 
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management and in the financial world generally that would not 
dare be attempted today, thanks to the exposure of corporate 
abuses by the much-despised “reformers” and to the improvements 
in moral standards of business for which their unwelcome activities 
are responsible. But it is still inconceivable that even in 1909 a 


body of New York gentlemen as distinguished as were the members 


of this commission should have become so permeated with the 
customs and atmosphere of the financial world in which they 
moved as to have been led into putting in an official document 
the statement that manipulation “which is resorted to for the 
purpose of making a market for issues of new securities is un- 
objectionable per se,” or that “It is essential to the organization 
and carrying through of important enterprises.” It is nothing of 
the kind. It is distinctly disreputable and the Exchange will 
shortly be made to see it in that light as they have been taught 
to see other practices that they once thought to be legitimate. 

Is it to be wondered at that no legislation looking to the 
correction of the abuses that were pointed out by this Com- 
mission followed its report and that nothing was done in that 
direction until July, 1913, following the public exposure by the 
Pujo Committee of the same conditions that this Commission 
privately investigated? Is there any occasion for surprise that 
there was no abatement of the practice of manipulation in view 
of the quasi-encouragement lent to it by this report? It is no 
exaggeration to say that the bulk of the securities on the list 
has been at one time or another manipulated—not for the pur- 
pose of creating a market or an appearance of activity in a 
new security, but, as stated in the Hughes Report, either “to 
create high prices for particular stocks in order to draw in 
the public as buyers or to unload upon them the holdings of 
the operators or to depress the prices and induce the public 
to sell.” 

The greatest sufferers from this form of swindling are not 
speculators but the small honest investors. The use of the market 
news columns of the newspapers is an invariable accompaniment 
and a necessary part of the equipment in playing the game. The 
payment of dividends represented to be earned but only too fre- 
quently not earned and the publication of articles calculated to 
show the prosperous and growing condition of the property at- 
tract the conservative investor. With such instances in mind 
as Rock Island, Metropolitan Street Railway, Third Avenue 
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and - arious trade through circulars and advertisements. The 

t least forced to disclose his identity and to be reason- 
bly pit lest he bring himself within the clutches of the 
fed ral law, which is ever on the alert to discover these viola- 
tions; but the powerful men of high finance who have for years 
practiced this game with immunity are able to hide behind re- 
spectable and influential brokers and the mac tomes of the Ex- 
change. For every investor who is swindled by the former 
method, tens of thousands are victimized by the latter. The 
former generally lands in jail; the latter are financial giants, 
philanthropists, leading citizens and pillars of society. Their 
aiieees is the same, only their methods are slightly different. It 
is the prostitution of the machinery of the Exchange that renders 
their raids on the public possible. 

Paul Clifford’s occupation was humane and courageous beside 
theirs. He was at least kind and generous hearted and took his 
chances. They “keep prayerfully within the law’—a law that 
is a disgrace to a community that rests in the smug self-com- 
placency that it is civilized. The Exchange can put an end to 
this colossal confidence game whenever it chooses, but it is evident 
from its attitude that it will never choose, except spasmodically, 
when it is under fire, until it is compelled. It can never be com- 
pelled to do so until the books of the brokers can be opened and 

facts exposed. 

In view of the overwhelming evidence as to the existence of 
manipulation and the reports of various committees on the sub- 
ject, I fail to understand why it is constantly asserted that there is 
no proof of the existence of manipulation, nor why we are con- 
stantly challenged in the face of these findings to disclose “when, 
where, or how these alleged transactions manifest themselves.” 

It matters not, however, whether the work of federal super- 
vision be in charge of the Post Office Department or of the 
Treasury Department as part of the financial system, as in Con- 
tinental countries, or of the Bureau of Commerce so far as 
concerns the quotations of shares of interstate corporations or 
of the Interstate Commerce Commission as applied to railroads, 
except that under our constitution the authority to regulate 
through the Post Office is less open to legal question. 


Unless the power to unearth these frauds is lodged some- 


where they cannot be discovered and manipulation cannot be 
stopped. The Exchange now has that power over the books of 
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I have read with interest and instruction the articles, addresses, 
and testimony of Professor Emery on this subject and would be 
at many points in accord with his views as to the value of specula- 
tion if it could be disassociated from manipulation ; but I am unable 
to agree to his argument that there should be no limit even upon 
honest speculation. 

I take issue with him distinctly in his championship of un- 
restricted short selling and insist upon the necessity for govern 
mental regulation of all transactions on stock exchanges, which 
he opposes. 

Here again the events of the past five months have demonstrated 
the peril of unrestricted short selling. The Exchange has been 
forced to admit that it is an evil that should be guarded against 
in troublous times by the enactment and rigid enforcement of 
. rule, now in force, under which an arbitrary minimum price 
has been fixed upon the bulk of its listed securities, so that they 


cannot be dealt in—that is, sold short—below that figure. Now 


that the London Exchange is under control of the Treasury 


Department all short selling is forbidden. The Stock Exchange 
view of short selling that prevailed before the experience brought 
about by the war is fairly set forth in the testimony of Mr. 
Sturgis before the Pujo Committee, as follows: 


. What is the purpose of short selling? 

. Generally speaking, to make a profit. 

. To make a profit by what process? 

. By repurchasing the short sale at a declining price. 

¥. That is, by selling a security that you have not got and gambling 
on the proposition that you can get it cheaper and deliver the thing that 
is sold. Is not that it? 

\. That is the usual process—selling when you think the price is too 
high and repurchasing when you think it has reached the proper level. 

Q. But is it, or not, the process of selling a thing you have not got? 

A. It is. 

Q. And is it, or not, with the idea that it will go lower, or can be 
depressed down, and bought cheaper and delivered? 

A. Truly. 

Q. Do I understand that you regard that as legitimate and defensible? 

A. Do you wish my personal expression of opinion? 

Q. Yes. 

\. I think it depends entirely upon circumstances. 

Q. Under what circumstances would you regard that sort of short selling 
as legitimate and proper? 

\. I should regard it so if there was a panic raging over the country 
and it was desirable to protect interests which could not be sold. I think 
it would be a perfectly legitimate thing to do. 

Q. Let us see about that. If there was a panic raging over the country 
and a man sold stocks short, would not that simply add to the panic? 

A. It might. Self-preservation is the first law of nature. 
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Q. I did not ask you that, sir; I asked you what you thought about it. 


Q. Do you approve of short selling in others? 

. ‘ 

\. Under what conditions? 

Q. Under any conditions. 

4. Yes; under some conditions. 

Q. Do you approve of short selling in a normal market? 

4. | will answer that question by saying it is a moral question with 
the individual himself. It is not up to me to express my opinion upon it. 

(). Do you personally approve of short selling in a normal market? 

4, Not I, personally, no. 

Q. You do not. And is it or not the fact that the bulk of the short 
selling is done in a normal market? 

4, I should say no; more often on an excited market. 

Q. It is done every day, is it not? 

A. Oh, ves; to some extent. 

Q. And it 1s done in large volume, is it not? 

A. At times. 

Q. The Stock Exchange does not discourage it, does it? 

\. The Stock Exchange does not enter into it at all. 

Q. The Stock Exchange does not discourage short selling, does it? 

\. The Stock Exchange takes no position in the matter at all. 

Q. Has the Stock Exchange any rule or regulation against short selling? 
A, None. 

Q. Why is it not just as simple a matter for them to have a regulation 
against short selling as to have a regulation against a broker splitting his 
commissions ? 


A. There is no regulation against short selling; that is all I can say to 
you about it. 


The Stock Exchange can of course limit or stop short selling 
whenever it sees fit to do so. It is doing so now to a limited extent. 
There are many other ways in which it can be more effectively 
accomplished : 


1. It can be limited as provided by the pending Owen Bill by 
forbidding a broker to lend his customers’ stock in satisfaction 
of short sales. Or, 


2. It can require each member to deliver at the Stock Exchange 
Clearing House certificates representing all the stock he has sold 
and take and pay for all the stock he has purchased the pre- 
ceding day instead of merely settling differences between total 
purchases and sales and taking or delivering the balance, as is 
now done,—in the same way in which the bank clearing hous 
requires every bank to surrender all the checks payable to it and 
receives all that are paid by it. The present regulations of the 
Stock Exchange Clearing House facilitate and are intended to 
facilitate gambling and especially short selling. Without them 
it could not be conducted on a large scale. Or, 

3. The selling broker can be required to disclose the numbers 
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It is unquestionable that only a small part of the transactions upon the 
Exchange is of an investment character. A _ substantial part may be 
characterized as virtual gambling. 


The patrons of the Exchange may be divided into the following groups: 


1. Investors, who personally examine the facts relating to the value of 
securities or act on the advice of reputable and experienced financiers, and 
pay in full for what they buy. 


2, Manipulators, whose connection with corporations issuing or controlling 
particular securities enables them under certain circumstances to move prices 
up or down, and who are thus in some degree protected from dangers 
encountered by other speculators. 


3, Floor traders, who keenly study the markets and the general conditions 
\{ business and acquire early information concerning the changes which affect 
the values of securities. From their familiarity with the technique of dealings 
on the Exchange, and ability to act in concert with others, and thus manipulate 
values, they are supposed to have special advantages over other traders. 


4. Outside operators having capital, experience, and knowledge of the 
general conditions of the business. Testimony is clear as to the result which, 
in the long run, attends their operations; commissions and interest charges 
constitute a factor always working against them. Since good luck and bad 
luck alternate in time, the gains only stimulate these men to larger 
ventures, and they persist in them till a serious or ruinous loss forces them 
out of the “Street.” 


». Inexperienced persons, who act on interested advice, “tips,” advertise- 
ments in newspapers, or circulars sent by mail, or “take flyers” in absolute 
ignorance, and with blind confidence in their luck. Almost without exception 
they eventually lose. 


A “short-selling” movement is not ordinarily directed against 
a particular security on its merits. In order to be successful 
on a substantial scale it attacks the entire market. The operator 
sells, without owning, a number of the most active securities on 
the list without regard to their merits or whether they are in- 
trinsically worth more or less than their then selling price. There 
is rarely a substantial selling movement that does not attack 
and depress prices in the active stocks all along the line. The 
market prices move up and down by sympathy. ‘That, being 
true, explodes most of the fine-spun theories as to the justification 
for short selling in fixing and steadying the value of a given 
security. 

Unless I wholly misapprehend the operations of our financial 
system, the regulation by law of the Stock Exchange is an in- 
dispensable condition precedent to the destruction of the control 
of great financial credits by a few men or to any effective cor- 
porate reform in this country. It is by the illegitimate use of 
the facilities of this, the world’s greatest security market, that 
many of the vast predatory fortunes have been filched from the 
public. The relation and importance of the Exchange to cor- 
porate independence of banking domination are little understood. 
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foreign countries for securities and the only public market in the 
United States where money is loaned and borrowed. 

The business transacted by its members has no relation to 
state lines. It comes to them from almost every corner of the 
civilized world. It is not only nation-wide, but international in 
scope. Its members maintain private wires to all the principal 

ies of the United States, and the transactions conducted on 
this open board are for the account of customers from all parts 
of the country and from foreign countries. 

Its hall-mark as to the genuineness of a certificate of interest 
n a corporation passes current everywhere, and it is rightly super- 
vised with jealous care and at considerable expense to the 
corporations concerned. 

It undertakes to prescribe the form and conditions of every 
corporate security in which it authorizes dealings, and its deter- 
mination is final through its control over the listing of such 
securities. It reserves the right to enact the minutest details 
of the business and affairs of the issuing corporation, to impose 
its will in the matter of the procedure by which such corporation 
shall declare and pay interest and dividends and in the matter 
of the transfer agents and registrar and as regards endless other 
details; all this very properly on the ground that it is performing 
. public function national in its scope. 

It jealously controls the reports of every transaction on its 
floor, issues and distributes the records of every purchase and 
sale, or offer of purchase and sale, which it thereby impliedly rep 
resents as an honest and genuine transaction. Courts of justice, 
trustees, financial institutions, tax officials, state superintendents 
of banks, trust companies, and fire and life insurance companies 
ind other corporations that are subject to supervision in the 
several states throughout the country, and the comptroller of the 
currency in fixing the value of securities of national banks, and 
the public the world over, act on this information. It exacts com- 
pensation for the service of listing securities, sells the quotations 
to interstate and international telegraph companies for large sums 
of money, and scatters them broadcast through the newspapers, 
over the telephone and telegraph, but always under its control. 


In the face of this array of undisputed facts, this stupendously 


powerful national and international agency of finance contends 
that it would not be a reasonable or legitimate exercise of the 


power of Congress to prevent the use of the mails, telephone, 
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corporating the exchanges should provide that all statements re- 
quired to be made by corporations shal] be under oath and that 
false swearing shall constitute perjury. At present they are 
extra-judicial. 

In short, the opportunities of the Exchange as an agency of 
corporate reform are almost endless, provided its own practices 
can be performed so as to entitle it to exercise these broad powers. 
Instead of the investment business of the country abandoning the 
Exchange as is now and has been to an extent the case for some 
time past, it will become necessary to the reputation and sale- 
ability of a security that it should be listed by reason of the 
protection thereby afforded the investor. ‘The general public, 
which has grown to look upon the Exchange with distrust because 
of the practices that have been tolerated in the past, will be 
given new confidence in it when it is under legal supervision. 
~ The argument as to the effect of this legislation in enlarging 
the usefulness of the Exchange has been referred to as an ad- 
mission that the ultimate purpose is to secure publicity and uni- 
formity in corporate transactions and general corporate reform 
through the use of the Post Office Department. It is nothing 
of the kind, although it would not be a misfortune if it should 
indirectly lead to uniformity in requiring publicity of the affairs 
of corporations and to restricting the bidding of the states against 
one another in laxity of administration. If it incidentally re- 
duces the incentives for the organization of “carpet-bag” and 
“wild-cat” corporations it will hardly be objectionable on that 
ground if it is otherwise a legitimate exercise of power. 

It is as essential to require that the public market, whose quo- 
tations are to be carried by the mails, shall be restricted to the 
listing of securities that conform to given requirements of publicity 
of their affairs as it is that the quotations of those securities 
shall represent only actual and not fictitious or manipulated 
transactions. This is necessary if the use of the mails to facilitate 
fraud is to be prevented. 

There is no ulterior purpose in the first requirement, even 
though it may serve another useful purpose. The intended pro- 


tection of the public cannot be secured without compliance with 
both requirements. 


If there has been any argument advanced to justify our permit- 
ting this unincorporated association to determine, without public 
supervision, when and under what conditions these great security 
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Certain objections have been urged against the regulation 
of the Exchange by public authority, which should now be 
considered. 

Mr. Van Antwerp has been the chief spokesman in voicing 
these objections. They were summarized by him a few weeks 
ago from his press bureau as follows: . 
“1. That the subject of incorporating the Exchange was consid- 
ered by the New York State Senate in 1913 and there overwhelm- 
ingly rejected. The fact is that the bill that was then presented 
was opposed by me before the Senate Committee as a mere 
subterfuge and as intended to defeat effective regulation by apply- 
ing a quack remedy. As bearing on the conclusiveness of this 
“argument” it may not be out of place to remark here paren- 
thetically that the body which defeated the bill is the same 
legislative body that, by an overwhelming vote, acquitted one 
of its members (Senator Stilwell) of the charge of bribery on 
identically the same evidence on which he was a few weeks later 
convicted in a criminal court, and for which he is now serving a 
term in the state prison. 

2, It is next said that there is no public demand for this re- 
form. In evidence of that fact Mr. Van Antwerp asserts that at the 
hearing before the United States Senate Committee on the pending 
Owen Bill for the enforced incorporation and regulation of the 
Exchange: “Thirty-six witnesses appeared against the bill and 
only one in favor of it—the latter the lawyer who drew the bill.” 

The reference to “the lawyer who drew the bill” is intended 
forme; but Mr. Van Antwerp omits to state that it was prepared 
by me as counsel for the House Committee on Banking and Cur- 
rency; that it was revised by the Committee; that it was recom- 
mended by it; and that the same bill has been introduced by 
Senator Owen in the Senate and by Congressman Henry, the 
chairman of the Committee on Rules of the House (who is not 
a member of the House Committee on Banking and Currency) ; 
and that this bill is now pending in both Houses. 

The facts are further: 

(1) That there were in all eighteen and not thirty-six wit- 
nesses heard before the Committee, as appears from the official 
record of the proceedings. 


(2) That none of them were under oath or subject to cross- 
examination. 


(3) That three of the eighteen in favor of the bill, and that 
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fect (1) that if the Exchange were now incorporated or under 


} 


foderal regulation its action during the recent crisis arising out 
h 


f the war in prohibiting its members from trading privately 
stocks that were not listed on the Exchange, and with which 
latter has no more concern than a stranger and with respect 

which it has legitimately no more power to control its members 

in is possessed by a stranger, would have been rendered im- 
ossible: and (2) that such action would in that event have been 

reventable through injunctions issued by the courts against the 

of its unauthorized restraint upon the free action of its 
mbers in matters not the concern of the Exchange. 

There is no means of knowing on what this fanciful assertion 
hased. It has no legal warrant so far as can be ascertained. 

The fact that the Exchange has been able to enforce this un- 

ithorized action against its members does, however, shed a flood 
light upon the extent of the unlawful domination of the Ex- 

hange and the despotism that it is able to wield over its members 

respect to their dealings in securities that are not listed 

in on the Exchange and with which the latter has no 
oncern. 

I do not criticise the general acquiescence by the members in the 
tion it has taken, however arbitrary it may have been. It was 

in act of self-preservation and would probably have been agreed 
to for that reason whether the Exchange was or was not sub- 
ject to regulation by the authorities. But there is no reason 
why that act or any other act of a body of this character, ex- 
ercising public functions, should not be subject to the scrutiny 
of the courts if any member felt that his legal rights had been 
invaded, without subjecting him to arbitrary expulsion for daring 
to invoke the law of the land. The suggestion that this, the 
nost important link in our financial structure, should be set apart 
ind permitted to be a law unto itself, lest the courts might other- 
wise interfere to review its action and redress grievances, is 
inadmissible in any community that professes to be governed by 
iW, 

The Governors of the Stock Exchange are obsessed with the 
lawless notion that the great peril against which they must jeal- 
ously guard their institutions is the possibility of reserving to a 
member the right of appeal to the courts from their judgments— 
however unrighteous and despotic they may be. Unfortunately 
the decisions of the courts, based upon their present peculiarly 
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visitorial powers over our banks, trust companies, railroads, life 
insurance companies, packing houses, factories, and other busi- 
nesses having a quasi-public relation, for have we not stringent 
penal laws against their unlawful doings and those of their officers ? 

Officers of corporations may then with impunity steal from their 
banks, packing-houses may be in a state of filth breeding disease, 
all health regulations and safety appliances in factories may be 
disregarded and every penal law affecting their safety defeated, 
since there would be no way of ascertaining the extent of the 
violations. 

The superintendents of banks and insurance may now overhaul 
all the accounts and transactions of the institutions under their 
charge and may examine the officers and directors of the corpora- 
tions under oath as to all matters pertaining to the corporation 
and thus discover violations of law. The Exchange indignantly 
persists that to subject its members to like visitation involves an 
imputation upon their honor and they resent it with as much heat 
as if there were no precedent and no necessity for action. 

In the absence of these powers of visitation and regulation over 
hanks, life insurance companies and other businesses, we would be in 
the same predicament as to them that the Exchange claims we now 
are with respect to it—we might have ample repressive and punitive 
laws to reach illicit practices, when discovered, but no means of dis- 
covering them, and so we may as well have no laws whatever. 

Lastly, it is said that incorporation or regulation of the Ex- 
change would necessarily involve the right of the court to review 
the discipline of the members, which must at all costs be prevented, 
since it would mean the granting of injunctions to stay the action 
of the Exchange pending review and this would be destructive of 
effective control over the members. Summary action is claimed 
to be necessary to enforce discipline. 

It by no means follows that regulation would involve undue 
interference with the discipline of the members. That would rest 
in the judgment of the public body having the regulation in 
charge. All would depend on the form of the legislation. The 
Exchange has no right to assume that anything would be done 
to interfere with its efficiency. This is believed to be a pretext. Its 


real fears are: (1) that the limitation upon its membership, its rig- 


idly enforced rule requiring the charging of uniform commissions, its 
at present unreviewable discipline of members for action involving 
no moral delinquency, its unwarranted control over public quotations 
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SPECULATION ON THE STOCK EXCHANGES AND 
PUBLIC REGULATION OF THE EXCHANGES 
By Henry C. Emery 
Yale University 


The old Farmer’s Almanac used to carry at stated intervals 
legend, “About this time expect rain.” In the same way 
uur almanac of industrial legislation might carry at stated in- 
tervals the legend, “About this time expect legislation in control 
of speculation.” Demands for such legislation seem to come at 
intervals without any particular regularity and, so far as I can 
see, with no more particular reason at the special time than the 
reasons for the predictions in the Farmer’s Almanac. 

I am particularly interested in considering this question at 
the present time since the first article I ever wrote on an economic 
subject appeared in the Political Science Quarterly exactly twenty 
years ago and dealt with the subject of legislation against futures 
n the grain market, a subject which at that time was being very 
ictively discussed in Congress. This is not to indicate that I have 
wnything as interesting or romantic to relate in this brief paper as 
would be indicated by the title of Dumas’ famous novel, Twenty 
Years After. It may be of interest, however, to this Association 
to know that after twenty years I still take much the same position 
which I took at that time. By many I am doubtless considered for 
this reason either a hopeless “stand-patter” or a mere professional 
lefender of the speculative exchanges. As we grow older, however, 
I think we realize that the desire promptly to alter by legislation 
every economic institution which does not seem ideally perfect is 
largely characteristic of young men on the one hand and of pro- 
fessional legislators on the other. 

During this period of twenty years certain very important 
experiments have been made in the way of regulation in some other 
countries, notably in Germany. As is well known, a most elab- 
orate investigation was made into the subject of both stock and 
produce speculation by the commission which reported in 1896 
and an act was passed which went into effect at the beginning 
of 1897. Ten years afterwards this legislation, so far as the 


Stock Exchange is concerned, was repealed and in the report 
on the act of repeal it was clearly stated by the government 
that the experience of ten years had shown that this well-meant 
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that no one will merely assume this without an actual investiga- 
tion of the facts to which I have referred; and, furthermore, 
that he will not do so without divesting his mind of certain fallacies 
regarding the Stock Exchange which are prevalent, not only in 
many of the efforts to regulate stock speculation by law, but also 
among the writings of professional economists. 

Many of the old fallacies with which I tried to deal twenty 
years ago still prevail in the public mind,—fallacies regarding 
the way in which prices are formed, the real nature of supply 
and demand, and the extent to which the supply and demand 
are faithfully reflected in the open markets of our organized 
exchanges. But there is no time to refer to these, even if it were 
necessary. For this particular occasion it is more important 
to consider certain other fallacies which have appeared very 
prominently in recent years. The one I have particularly in 
mind is a very general fallacy as to what an exchange really is. 
This fallacy is to be found everywhere throughout the recent 
hearings before the Senate Committee on Banking and Currency 
and also in such a work as the recent monograph published in 
the Columbia Studies by Mr. A. A. Osborne. May I be pardoned 
again for making a personal reference in this case? Frankly, 
I shall refer more frequently to Mr. Osborne’s monograph than 
its intrinsic value really warrants. It happens, however, that 
this is his thesis for the doctor’s degree; that it appears in the 
same series in which my own doctor’s dissertation appeared; that 
it appears just twenty years after; and that it comes to the con- 
clusion that the theories which I ventured to put out at the 
earlier date, on the basis of a general study, have been disproved 
by a more intensive study of the facts. Perhaps I am a little 
hypersensitive, but I feared the casual reader might assume, be- 
cause of these new conclusions being presented in the same series, 
that either Columbia University had taken a radically new at- 
titude or economists in general had changed their position. I 
should not like any such idea to be accepted without vigorous 
protest on my part. It is not necessary here to consider whether 
or not a study of only thirty-one months of speculative activity 
was an adequate basis for the conclusions of this monograph. 
What is more important is that the work in question seems to me 
to reflect on almost every page exactly the same fundamental 
fallacy which has frequently made it so hard for legislators to 
understand what the problem really is. 
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we mean by speculation. If so, it would be necessary also to 
define what we mean by “trade” and “commerce.” It will be 
agreed, I suppose, that trade and commerce, the functions of 
which have been discussed by economists for many years, do not 
perform these functions with perfection or complete satisfac- 
tion. Primarily, the merchant engaged in “trade” is he who buys 
‘n one market and sells in another, whether the two markets be 
close together or far remote geographically. The speculator, 
on the other hand, is he who differentiates himself from the trader 
and contents himself with buying and selling in the same market 
with an effort to make money out of the fluctuations in price 
in that single market. 

The true way, then, of expressing the argument is that specu- 
lation per se can be justified because of certain effects. By specu 
lation per se I mean to mark exactly this differentiation be 
tween the speculator and the trader. The effects of such general 
speculation as generally accepted are already cited from Mr. 
Osborn’s monograph; first, directing the flow of capital into in- 
vestments; second, discounting future events. These two coming 
to much the same thing, I should still add a third, namely, the fact 


that a free speculative market provides a class always ready to 


issume the continuous risks of changes in value. In a certain 
passage (p. 171) Mr. Osborne seems to discard this idea, 
apparently quoting from something I have said. None the 
less I am convinced that from the investor’s point of view the 
chances of getting rid of a security at some definite price, fixed 
by the speculative market, is of the utmost importance. I shall 
refer to this again later in connection with the closing of the 
Stock Exchange in the last few months. 

You will see, then, that what I am trying to say is that it is 
essential to distinguish between our defense of speculation in 
general and our defense of any particular institution such as the 
New York Stock Exchange. The Exchange is to be defended 
solely as a convenience for making most effective the operation 
of that general speculation to which I refer. Of course, if one 
takes the attitude that all speculation is bad, and can be stopped 
and ought to be stopped, then it is easy to say, not so much 
that the Exchange should be regulated, but that it should be 
abolished. It certainly ought to be clear to everybody at the pres- 
ent time that stock exchanges arise as a result of speculation and 
the necessity among brokers of regulating their mutual relations 
and their relations to their clients, rather than that speculation 
arises as a result of stock exchanges. The problem of “stock- 
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After all, is not the main question whether or not we believe 
» a free market for securities? And if this is the real question,— 
that is, if we believe in general in a speculative class and the 
,dvantages of such a class,—does it not follow that the only 
iyestion is whether or not the New York Stock Exchange by its 
ganization provides the best kind of free market? Whether 
ts rules are such that they give you and me and thousands of 
thers the freest right to buy and sell according to our estimates 
f yalues and furnish the best facilities for the settling of con- 
tracts? To quote Mr. Osborne again, he says, for instance (on 
page 170), speaking of the New York Stock Exchange in con- 
nection with the problem of how far it has proved an effective 
igency in the direction of the flow of capital, “Certainly in the 
period studied its efficient performance of this function, we con- 
cluded, was not in evidence at all, except in so far as it provided 


: broad market wherein any investor might buy or sell on his 
own initiative.” 

My only reply to this statement is to ask, What else in all 
reason can a stock exchange be expected to do? Especially is 


such a reply warranted in view of the fact that somewhere else 

same author suggests in a complaining tone that the New 
York Stock Exchange has been satisfied merely to uphold the 
highest standard of honor among its members. 

Now, it is quite fair to argue that speculation does more harm 
than good. Consequently, it is fair to argue that, since an 
ganized exchange gives an orderly form to speculation and, 
furthermore, facilitates the making of speculative contracts, there- 
fore a fortiori the exchange is something to be suppressed. It is 
also a perfectly fair argument, as made by the socialists, that com- 
petitive commerce in general does more harm than good. It has 
ilso been held by thinkers of the socialistic school that banks 
in general and our whole credit system do more harm than good. 
If one wishes to adopt a proposition of this kind, one does so on 
quite intelligible grounds. Only, if we assume for the moment 
that “competitive commerce” is on the whole a good thing for 
society, we do not make the mistake of attributing its incidental 
evils to existing “chambers of commerce.” 

So far I have simply been trying to point out what seems 
a very simple proposition; namely, that we must not confuse the 
general body of speculators in the country with a particular 
organization of brokers, who act simply as their agents. If we 
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, in Capel Court. It always has and always will. And a 
New York writ runs in the supposedly sacred precincts of the 
Stock Exchange as effectively as elsewhere. Not only are there 
important statutes against fraud, against obtaining money under 
false pretenses, against conspiracies of one kind and another, 
hut there are also a number of specific statutes regarding corners, 
“manipulation,” and the like, aimed directly at the speculative 
market. Every member of the Stock Exchange is just as much 
subject to these statutes as is his client, whether the client be 
, small investor in a country town or a dominating financier around 
the corner. 

A second fallacy which connects itself with the one which seems 
to me most important, is the fallacy that it is the duty of the 
Exchange to guide investors. Mr. Osborne’s monograph, for in- 
stance, seems to be full of this idea. The same is true regarding 
most of the views expressed in Congressional hearings at Wash- 
ngton. Mr. Osborne says (p. 14): “It has never been shown 

ther a priori or inductively that organized speculation in itself 
s the faculty of guiding investment. Unless the customs and 
formal rules of a particular stock exchange are established with 
this definite aim in view, it has never appeared that speculators 
will find it to their individual interest to direct or to guide in- 
vestment.”” But where was there ever a so-called “defender of the 
stock exchange” who pretended for a moment that either the 
speculators or the brokers found it to their individual interests 
to carry out a function attributed to them by the economist? 
The very point of the whole argument has been that men who 
ire simply following their own selfish interests with the idea of 
getting the most they can out of fluctuations in the market 


of necessity perform a certain service to the public, in the way 
of indicating values which it was well for the public to know. 
Mr. Osborne returns to this theme again and again. He insists 
that the New York Stock Exchange has not really assisted in 
directing the “flow of capital into investment” because they took 


no interest in this and were always so inert regarding investment 
orders. I know of no economist of standing who ever ventured 
to hold that either individual brokers on the Exchange or the 
governing board of the Exchange should attempt consciously to 
direct investment in any such way. 

These conceptions all seem to me to be based upon fallacies. 
Once more to quote Mr. Osborne. He says (p. 150): “The 
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bow the weather vane, and therefore he proposes to turn it in a 
way he likes and then put sand in it to prevent its veering with 


changes in the atmosphere. 

| consider this figure to be entirely justified, especially in 
view of the idea which has been broached that the Stock Ex- 
change has not performed its function because the “volume of 
speculation” and the “investment demand” do not necessarily 
i hand in hand. ‘There have been periods when the amount 
f{ speculation has entirely outrun a genuine investment demand. 
But what does this mean? It means nothing more than that you 
und I—in other words, the public at large—are sometimes more 
» a speculative mood and at other times more in an investment 
od. I cannot see the slightest reason why the two should go 
together. Here I might use the figure of the rain-gauge to 
ustrate the degree of speculative temperament in the public as 
hown by exchange transactions. Sometimes there is more rain 
han is good for the crops; sometimes there is less; sometimes the 
rainfall seems to be exactly what is needed. So is the relation 
etween speculation and investment. Sometimes the public is in a 
speculative mood, sometimes it is more in an investing mood. To 
blame a body of agents who are simply carrying out transactions 
for the public because there is not a nice adjustment between 
speculation and investment seems to me as absurd as to blame a 
rain-gauge because it does not always show just the amount of rain 
which will be most desirable for the crops. 

Now, it has been suggested by such an astute veteran as Mr. 
Untermyer that there ought to be some right to examine the 
books of brokers in order to see how far manipulation is going 
n. On the other hand, it has been suggested by such a dis- 
interested young scientist as Mr. Osborne that it would be very 
lesirable if brokers were forced to make reports to the govern- 
ng body of the Exchange as to the relative extent of investment 
ud speculative orders. There are two things to be said regarding 
suggestions of this kind. 

In the first place it ought to be recognized that half the time 
the broker does not know which orders are speculative and which 
ire for investment purposes. Not only that, the purchaser him- 
elf may suddenly shift his ground; that is, what he bought 
today for speculative purposes, intending to sell out promptly, 
he may decide to hold as a wise investment. Per contra, he may 
with the best motives in the world make an investment today 
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ther to the policy of the New York, New Haven, and Hartford 
Railroad or to the price of its stock? All I insist on is that 
‘; far safer to leave problems of this kind to the study and 
ight of the individual investor or speculator than to turn 


em over either to the governing board of the Stock Exchange 


r to any agency of the federal or state governments. 
Space does not permit taking up in detail many of the sug- 
gestions which have been made for government control. A popu- 
fense in Washington of the bill proposed about a year ago 
that injury to investors could be prevented by making 
sure that new issues of securities represented actual values for 
nvestment purposes. As a number of senators expressed it, it 
was merely the application of the pure food law to securities. 
The phrase sounds good and it may be desirable, either by federal 
r state legislation, to do something in the way of making more 
stringent the conditions under which new companies are or- 
ganized and their securities offered to the public. For instance, 
has been suggested by some that the English Companies Act 
ught to be adopted universally in this country. The point, 
wever, is that the English Companies Act is an act which 
ipplies to all issues, whether they are made through the stock 
hange or not. The fallacy of the proposed bill was that it 
med to force certain rigid requirements regarding new issues 
ipon the Stock Exchange through the control of the Postmaster 
General without in any way touching the vast number of out- 
side securities. It would not reach in any way securities not 
sted on the Exchange and its effect would probably be just 
the reverse of that intended. There are many kinds of company 
shares being sold to the public today which never could get 
listed on the New York Stock Exchange under its present rules. 
Sometimes I think this is a bad arrangement. There is no place 
where a fraudulent issue will be so quickly detected as on the 
Exchange itself. But it is entirely proper for the authorities 
f the Exchange to make as stringent rules as they like regard- 
ing the requirements in the matter of company prospectuses. 
For the government, however, to attempt to discriminate between 
listed securities and others is likely to have just the opposite 
effect from that intended; namely, it would work in the direction 
f keeping some issues from the Exchange list which ought to 


be there for the double purpose of exposing them if they are 
illusory or fraudulent or affording them a free market if they offer 


proper opportunities for investment. 
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In all this you y say that I am talking of ideal conditions 
and disregard the “manipulations” which are rife on the Ex- 
change. Again, h of interest could be said regarding either 
the general sul t of manipulation or such specific instances 
as have been popula supposed to illustrate this evil in the 
discussions of the last year or two. I cannot go into these. 
I can only reassert my conviction that, although both the out- 
side public and the inside speculators frequently make serious 
mistakes in th ise of certain issues, involving not only an in- 


dividual but 18) loss, the extent to which “rigging” or 


“manipulation” of the market in any destructive way is pos- 
sible has been very greatly exaggerated. Furthermore, such cases 
can generally be met by the ordinary law governing buyers 
and sellers and agents in all markets. The problem cannot be 
understood, even in its most elementary form, unless it is recog- 
nized that it is not possible to distinguish with certainty between 
what are called legitimate and illegitimate transactions by the 
mere form of the contract. Consequently there is no way for the 
government, through a determination of what contracts are 
allowable and what ntracts are not allowable, to prevent the 
occasional unfortunate occurrences that probably must always 
happen, without seriously interfering with the great volume of 
transactions which are not only legitimate but necessary. 

If this attitude toward the problem of manipulation seems to 
you altogether too disregardful of prevailing evils, I can only say 
that I find myself in accord with such men as Sir Robert Giffen in 
England and our own revered Horace White. Their intimate 
and long experience with actual conditions and their sane appre- 
ciation of what things are possible and what things are not 
possible should carry far more weight with a body of economists 
than the excited denunciations of men who have been themselves 
“squeezed” in some particular deal or horrified by the recital of 
some unsubstantiated story. 

I have spoken at such length already that I can only very 
briefly refer to what I had intended to make a substantial part 
of my paper. We have just gone through an extraordinary 
period in financial history, when the stock exchanges of the world 
have for the first time been closed for more than three months. 
It is a period well worth studying in connection with the theories 
which have formerly been advanced regarding the importance 
of such institutions. There are those here who can discuss this 
matter with more intimate experience than I. 
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The question may well be asked: if we got along without the 
Stock Exchange for more than three months, why cannot we 
me along without it indefinitely? If the Stock Exchange did not 
as to have prices registered on its floor under free competition 
jyring this period, why is it desirable that they should be so 
registered at any time? The authorities, of course, had a choice 
of evils. If they closed the Exchange the chances were that there 
would be great uncertainty regarding the value of all the proper- 
ties which had been dealt in. On the other hand, a crisis had 
here arisen. With the emergency which had come about in 
Europe, the dumping of foreign holdings of American securities 
suddenly and recklessly into our market might have led to estab- 
lishing temporary prices, due merely to these emergency con- 
litions, which would have made it impossible for any of our 
great investment companies, such as savings banks and insurance 
companies, to know anything about the ultimate value of their 
assets. 

It has even been hinted that, regardless of the war, it would 
have been a good thing to close the Exchange for a while. That 
might possibly be true without in any way interfering with the 
validity of the argument. When a man gets overwrought and 
in an abnormal condition, from too much work or too much 
excitement or any other cause, it may be the best thing for him 
to suspend all of his ordinary economic functions and go to bed 
for a few days. The more serious his condition the longer must 
be his period of quiescence, but it does not follow from this that 
he can say that because he got along very well in bed for a week 
he might as well stay there forever. His ordinary activities and 
duties in the community may be temporarily suspended, but ob- 
viously this does not mean that they are of no importance in 
themselves. 

The closing of the Exchange seems to me, then, to have proved 
beyond all question the importance of the open market. Every- 
body in this room who owns any shares of stock must have 
recognized that importance. The investor simply has not known 
the value of his property. Among us we could probably make up 
hundreds of cases illustrative of this. I know of one case where 
a conservative business man had to meet certain obligations 
within a given time. His bank could not carry him because the 
bank itself did not know the value of his collateral. Rather than 
beg for extension, he decided to clean his slate completely by 
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Exchange; that is, the function of the Exchange authorities ; 
.r upon a fallacy regarding the relation between speculation and 


investment. 

Fourth, where the outsider cannot tell when a regulation may 
wreck the legitimate, easy working of this delicate machinery, 
the insider can tell. The authorities of the New York Stock 
Exchange have made genuine efforts to bring about improvement. 
It is thoroughly desirable that they should recognize that the 
eye of the public is upon them. Possibly all this agitation has 
had a good effect in this direction. If it be true that in the 
past they preferred to live in the dark and resented any con- 
sideration of their affairs, I do not believe this is now the case. 

For instance, I imagine that they would not oppose a propo 
sition that a government representative, appointed by the Secre 
tary of the Treasury or by the Federal Reserve Board, should 
become a member of their governing body. If they did so they 
would be very foolish. Personally, I should expect no particular 
change from such action except, perhaps, a greater public con- 
fidence. ‘That experiment was tried in Germany, but had no 
particular effect. As a matter of fact, they are already in 
close touch with the best bank leaders and the government au- 
thorities regarding the proper policy for the Exchange at given 
times. It is well to watch them, sometimes to demand explana- 
tions or make protests. But they should be watched, not as the 
policeman with his club watches a furtive suspect slinking up 


a dark alley, but rather as any employer watches the way in 


which an honorable and skilled mechanic handles the delicate 
machinery upon the efficiency of which the success of the business 
depends. 
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of these companies. Mr. Untermyer has made much of Reading, 
but why should not the stock have been active when everyone with 
ny familiarity with such matters knew perfectly well that some 
day the company would probably distribute a great extra dividend 
in the form of its coal lands (it owns 40 per cent of the country’s 
anthracite coal) either voluntarily or because forced by the gov- 


ernment? Indeed I imagine that the very year in which Reading’s 
stock was dealt in forty times over was just before the regular 
cash dividend was largely increased. Why should there not be 
active speculation in a stock of this character? Certainly if 
speculation was ever warranted, it was in this case; and the same 
remark applies to Lehigh Valley and Union Pacific, in both of 
which the big burst of speculation took place shortly before big 
extra dividends were paid. 

It is largely in these stocks that the great, fundamental price 
changes have occurred, and I submit that heavy speculation was 
warranted by facts. During the last year or two I have answered 
for various periodicals perhaps a thousand letters from investors. 
And I can assert that speculation on the Stock Exchange seems 
small to me as compared with that in other fields. There is con- 
stantly an enormous volume of speculation, which is what Mr. 
Untermyer appears largely to mean by “manipulation,” in Stand- 
ard Oil stocks, motion picture stocks, real estate, stocks of com- 
panies based on new inventions, and stocks of new insurance com- 
panies, all of which are not on the Exchange. 

My second point has to do with Professor Emery’s contention 
that the authorities of the Stock Exchange, or the government 
officials, should not direct the flow of investment. I agree with 
Professor Emery that it is not the function of the Exchange to 
direct the flow of investment, but it might well be a sound business 
policy for the Stock Exchange to attempt to make of itself more 
of an investment market. 

It will be found upon examination that the Stock Exchange’s 
service to the country has been largely to help in the development 
of great industries. I do not mean by this trusts, and can name 
ten trusts which have not had their securities listed on the Ex- 
change. But it can easily be shown that chiefly large-scale enter- 
prises have flourished on the Stock Exchange. Now cannot the 
Exchange be made a more complete mirror of values? Much of 
the investment bond business has drifted away from the Exchange, 
and relatively few of the newer public utility bonds, into which 
investment funds now largely flow, are listed. 
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only a market, with speculation, and I would go farther than Pro- 
fessor Emery and say with the corporation also. While everyone 
will acknowledge that certain evils have existed in the Stock Ex- 
change, the beneficial results that the public is seeking and may 
have the just right to demand cannot be accomplished by regu 
lating the market, but by regulating the corporation whose securi 
ties make the market. 

As my time is limited to ten minutes, I wish to confine myself to 
this one latter point. While I am aware that members of this 
Association are perfectly familiar with all that I have to say, I 

also aware that regulation must fall of its own weight if we 
disregard fundamental principles. 

According to the elementary concept, if the market is free, the 

irket price depends upon the estimated value of the goods back 
ff the security. Further, we know that the more accurate this 
nowledge is and the more widely it is disseminated, the narrower 
will be the range in the price of that security. If this elementary 
statement is true it can lead to only one conclusion, namely, that 
he dangers suggested by Mr. Untermyer in his brief for the Pujo 
Committee do not exist in the Stock Exchange or in speculation, 
but in public ignorance of the financial status of the corporation. 

It has been this ignorance of property values that has often 


made it possible for a small element among the professional specu- 


lators to force a price upward and bring about an unreasoning 
speculative activity which results in reinforcing their efforts. While 
ictual fluctuating values of property, for illustration, did have a 
small bearing in the recent oil and rubber booms of England, a 
proper perspective has shown that the public was utterly oblivious 
of the necessity of actual property back of their securities. Or 
they accepted the word of a fakir without proof, consequently a 
“public speculative mad” brought on an overinflated and erratic 
market. Eliminate these possibilities and you reduce to the lowest 
possible minimum the kind of speculation that both the opponents 
and defenders of the Stock Exchange now repudiate. If an agent’s 
clientele had a fairly accurate knowledge of the source of the 
knowledge of corporate values, there would be no basis upon 
which the agents could manipulate securities. 

Grant that the indirect or direct regulation of the Stock Ex- 


change by the federal government was constitutionally possible 
under the bill last proposed in Congress, what would be the result? 
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sounder economic policy to have the facts about all corporations 
and let the individual or the agent of the individual purchaser 
interpret the meaning of the facts? For all that the Exchange 
could do would be to give the facts ; it could not assume the position 
of an interpreter or guarantor, 

The danger of this policy is illustrated by the incredible number 


of people who now accept the certified public accountant’s certifi 


cate, Which is a mere assertion that he has found the exhibited 
statement a true exhibit of the financial accounts of the corpora- 
tion, as a guarantee upon which they may rely as an indicator of 
good values in securities. No one need argue to how much greater 
extent these companies would be accepted as guaranteed under the 
regulated listing proposed in the bill referred to above. The guar- 
antee to the investor is quite a different thing from a mere state- 
ment of facts. This likewise incidentally shows the necessity, 
regardless of what the regulation may be, of expert interpretation. 
And in this regard I should disagree with Professor Emery if he 
intends to imply that the broker should in the strictest sense of 
the word be a mere agent. ‘The broker cannot assume the position 
of a guarantor, but he must be an interpreter of what the facts 
given may mean. 

In the discussion of this one point I have agreed with Professor 
Emery that the Stock Exchange should not be regulated, but I 
have not denied that manipulation has existed in the past. I have 
stated that certain evils have existed, but if time allowed I should 
consider the reforms made in response to public demands, and 
especially the new attitude that has recently come into the Ex 
change. I have not stopped short with Professor Emery in stating 
that I believe that the Exchange should not be regulated. On the 
other hand, I have offered a more fundamental method of regula- 
tion than Mr. Untermyer proposes in that it includes all interstate 
corporations, which the bill that he wrote for the Pujo Committee 
does not include. It not only simplifies the work of regulation, 
but it would place the administration of corporations under an 
independent bureau, and it would eliminate the question of con 
stitutionality which forced Mr. Untermyer to frame an act that 
would regulate the exchanges through the United States mail, 
and thus place the exchanges under the jurisdiction of the Post 
master General. The absurdity of this last everyone recognizes. 
While no one would now deny that the Exchange should have been 
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of the change that took place in the property values of these par- 
ticular companies that he referred to, both in his brief and his 
paper before the Association. (3) Mr. Untermyer implied that 
the Stock Exchange was largely responsible for the crippling of 
the money market of New York in 1907. It probably did have 
an ‘nfluence along with a great many other factors, but before 
his statement can be accepted, would he not have to explain why 
and how the New York banks distributed practically a quarter of 
, million in currency to other parts of the country? Secretary 
Cortelyou in his annual report of 1907 says of this period: “The 
national banks outside of New York City, in spite of heavy de- 
mands upon them, were able by the aid of New York to maintain 
in amount of cash in December actually larger by a small amount 
than they held at the date of the previous report on August 22, 
when conditions were yet relatively tranquil.” 


ArtHur Ricumonp Marsu: The particular question under 
discussion here this morning is the desirability of the regulation 
and supervision of the stock exchanges and commodity exchanges 
of the United States by the federal government. Mr. Untermyer, 
to be sure, has so thrown the New York Stock Exchange into the 
foreground of the picture that little attention has been paid by 
him or the other speakers here today to the stock exchanges of 
other cities or to the commodity exchanges at all. The indefen- 
sible practices and the enormous uncontrolled power of the New 
York Stock Exchange have been the burden of Mr. Untermyer’s 
discourse; and he has striven to impress upon this audience of 


trained economists the necessity of governmental control if the 


indefensible practices are to be abated, and the propriety of gov 
ernmental control if the enormous power is to be kept within the 
bounds of the public interest. He has shown very clearly his opin- 
ion that, quite apart from the means that may need to be taken 


for the cure of specific evils, it is a general truth that govern 


mental regulation becomes imperative for any department of busi 
ness as soon as it is seen that the community at large is vitally 
affected by what goes on within that department of business. His 
conception of the organization of society and of government is 
that only the unimportant businesses should be left to the free 
activities of private individuals, but that all businesses which 
grow to importance should be removed from the domain of private 
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vities of the community. For this reason I venture to say for 


vself that I do not share in the least degree Mr. Untermyer’s 
I have ceased to believe in that fundamental conception 


Ws, 


‘the assumed superior organization of society and more benefi- 


nt function of government, from which the theory of the advan- 
f governmental interposition in the conduct of businesses, 


however important to the community, proceeds. I have had per- 


ps unusual opportunities to observe, during some fifteen years 


past, the actual work done by the ever-increasing number of gov- 
ormmental agencies concerned with the conduct of affairs, and this 
work has seemed to me to be, substantially without exception, igno- 
rant, ineffective, bungling, and unfortunate in its effects. I do 

t know where any good to the body politic can be pointed to as 
having come from the commissions, departments, bureaus, or what- 
ver they may be called, which have been so numerously created by 
nation and the states for the regulation of this or that of our 
portant businesses. I have, however, seen them in a multitude 
f ways deadening enterprise, limiting ambition, restricting con- 
structive effort, and, perhaps worst of all, filling with a kind of 
mental despair the finest spirits in the fields of their activity. 
That the Interstate Commerce Commission, for instance, has been 
and is an incubus upon the railroads of the United States appears 
to be self-evident for any one who has studied the actual effects 
fits work, with a mind free from the current conventional assump- 
tion, which dominates most, that the Commission is a kind of pal 
ladium of the public liberties, in so far as the railroads are 
cerned, 

All that I have just said, however, must be taken, not as in- 
tended to press my own opinions about these larger matters, but 
rather as a necessary indication to my hearers of the point of 
view from which I approach the particular matter of Mr. Unter- 
myer’s proposed subjection of the Stock Exchange to governmental 
control and supervision. Antecedently, in the light of my observa- 
tion of governmental control and supervision in other directions, 
I am opposed to what Mr. Untermyer contends for. I conceive that 
the economic welfare of the country as a whole requires a stock 
exchange which is free in its motions; eager in its search for op- 
portunities ; active in its endeavor to learn all that can be learned 
of the changing economic and financial conditions at home and 
abroad; ready to act and to persuade its customers to act upon 
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ect of cotton exchanges and their iniquities, and through the 

Jumns of the inspired press. 

Now, what stands out in these documents as the predominant 
haracteristic of the Postmaster General is that he is a thoroughly 

priori regulator of business. He is entirely indifferent to knowl- 

co of the facts, as a preliminary to regulation; he forms his 
gulative opinions first, and then casts about for allegations of 
fact, in order to make out a case for his opinions. Nothing is too 
fimsy and improbable in the way of rumored fact to be acceptable 

him if it confirms his opinions; nothing is too substantial and 
ndeniable to be dismissed by him with contempt if it makes 
wainst his opinions. He will seize upon any kind of economic 

urdity as ample justification for the invasion of the dearest 
rights supposed to be guaranteed to citizens by the constitution; 
ind he is willing to run any risks of paralyzing a great depart- 
ent of the country’s business, of bringing great losses upon vast 
numbers of persons, and of interfering with all the normal courses 

f domestic and international commerce and finance, provided he 

in bring to realization a grotesque theory which he has adopted. 
In his eyes, unfortunate and perhaps transitorily abusive incidents 
are alone worthy of attention; and he is indifferent both to the 
vast mass of regular and wholesome activities, in which such in- 

lents are scantily interspersed, and to the curative processes 
which are at once set in motion by the indignant reaction of hen- 
rable minds against these incidents. He is always for taking the 
rare and abnormal as typical, and for applying the whole force of 
the government to the compulsory adjustment of the sound and 
sual to formulas conceived from the standpoint of the unsound 
and unusual, 

This is the concrete individuality who, if Mr. Untermyer had 
succeeded in procuring the adoption by Congress of his bill to regu- 
ite the Stock Exchange, would actually at this moment be con- 
rolling and supervising the affairs of that institution. But, it will 
be said, postmasters general come and go; and it is not to be ex- 
pected that Mr. Burleson’s successors will be of his kidney. This 
much is certain, however,—the postmasters general of the future, 
whoever and whatever they may be, will all be political appointees, 
and the great majority of them, by reason of the localities from 


which they come or by reason of the occupations through which 


+ 


they have attained political prominence, will have virtually no 
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direct acqua h either the theory or the practice of do- 
mestic and i finance. At the best, they will be hones 
and indust ers undertaking to regulate watches, jf 
they are giv to perform which Mr. Untermyer’s stock 
exchange bil 

And this bt to what is after all the main point of my 
argument. | ble that to some of this audience I may hams 
appeared ul | with regard to Postmaster General Bur 
leson, and ¢ been moved to some extent by considera- 
tions of resent: it the part he has played in the year-long 
agitation for t privation of the members of the New York 
Cotton Exchar their freedom of judgment and action in their 
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ernment would y ilts, in the way of discretionary regulation 
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modity exchang nd the most judicial in his attitude towards th 
questions inv conduct of their business. I mean Pro 
fessor Emery, w] idress you have this morning listened to. 
Nobody admi: than I the work which as an economist Pro- 
fessor Emery has done in this field. And yet I am convinced that 
it would be a very great misfortune, not only for the Stock Ex- 
change, but for yuntry as a whole, to have Professor Emery. 
in the capacity of Postmaster General, compelled as a part of his 
duty, under a Mr. Untermyer proposes, to supervis' 
and regulate the Stock Exchange. For acute as Professor Emery’s 
observation ha the facts of the business of the exchanges, 
sound as his is been in correlating and intrepreting 
the facts, trustw s are his general conclusions from the facts, 
it is still apparent to one who has lived face to face with and 
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Professor Emery more than once lays the emphasis on the wrong 


place, that there are important aspects of the business which are 


virtually unknown to him, and that he overlooks many secrets of 
the function of the exchanges. For example, the prominence he 
gives to the speculative activities of these markets and his subordi 
nation of their distributive activites results in a distinct distor 


tion of the picture he has of them in his own thought. In 
particular, the great insurance, or “hedging,” functions of the 
exchanges, both for commodities and for securities, which in recent 
years have come to be vastly more important than they formerly 
were, have received very incomplete attention from Professor 
Emery. 

If, however, Professor Emery were Postmaster General, and 
his duty were to supervise and regulate the Stock Exchange, he 
would have no other course open to him but to be guided in the 
exercise of his vast discretion by such knowledge of the facts as 
he has and by the conclusions he has derived from those facts. 
Under the pressure of his general duties he could not hold his hand, 
pending a fresh examination of the phenomena. He must act; 
and he must act according to the best judgment which the state 
of his knowledge makes possible. And if he were to do so, given 
his unquestioned competency in this very field, he would, in my 
opinion, produce very fortunate effects in respect to matters 
vitally important to the health and efficiency of the Stock Ex- 
change. The institution would be checked and clogged in its most 
valuable activities, and its service to the community would be 
lessened to an incalculable extent. Here, then, is the true reason 
for my own inability to accept as beneficent the theory or the 
practical details of Mr. Untermyer’s measure, intended to prevent 
in the future the abuses on the Stock Exchange, which he alleges 
to have been general in the past and even now to be irremediable 
through the operation of moral forces within the Exchange itself. 


J. H. Unperwoop: To those who live at a distance from the 
Exchange, the very intricacy of its mechanism, the uncertainty 
whether we understand its operations on the whole or at a given 
time, seems in itself a reason, although a minor reason, why we 
should have some representation in the oversight of its activities. 
Since, as we understand, it has some relation to prices that concern 
us, some influence on values of securities that affect us, some rela- 
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tion at time rs who are not discouraged from 
investments, it s that we might well have some one near 


at hand to wat es and with more disinterestedness 
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whose chief interest is profits. 
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business affairs a | by recent developments in America, 
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We are mainly concerned here with the statements, first, that 
iniquities are rife, and, second, that his proposed remedy will cor- 
rect them. Mr. Untermyer makes the statement here and else- 
where that minipulation is an important part of the business of 
the Exchange. He insists that the existence of misleading trans- 
tions of this character constitute a valid reason for incorpora- 
tion or public supervision. If such transactions really do exist, 
is correct in his conclusion. But he does not tell us when, 
where, or how these alleged transactions manifest themselves. The 
Stock Exchange has a hard and fast rule absolutely prohibiting 
such transactions and we should be very glad to have any informa- 
tion that Mr. Untermyer can give us in order that we may punish 
offenders. It is Mr. Untermyer’s duty to do this, but he owes 
, still greater duty to the state. Manipulation of any kind is 
prohibited by the Penal Law of the State of New York, Chapter 
253. Mr. Untermyer, as a lawyer, is an officer of the court, and 
it is his duty to report to the district attorney any evidence which 
may have tending to show a violation of this statute. He has 
idded duty as a public-spirited citizen who seeks the confidence 
f his fellow men. Nothing remains to be said. The fact that he 
has not reported these alleged infractions of the Penal Law to 
the district attorney or to the officials of the Stock Exchange 
speaks for itself. 

Lincoln is said to have laid down this legal maxim: “In law it 
is good policy never to plead what you need not, lest you be obliged 
to prove what you cannot.” 

The gentleman who just addressed you is too good a lawyer to 
gnore this warning, in so far as it applies to a court of law. But, 
he is not now in court. Here he pleads too much and proves too 
little. His assertion that misconduct prevails within the Stock 
Exchange is utterly unsupported ; he asks you to take his word for 
t, because, unless you accept that obiter dictum, his whole struct- 
ure falls to the ground. Each charge made here has been dissected 
ind analyzed by competent authority; all the evidence that could 
be brought to bear pro and con has been submitted to the Senate 
Committee on Banking and Currency, and I will gladly place it 
n the hands of every person present in order that he may analyze 
t for himself. This evidence was submitted to the Senate Com- 
mittee a year ago in a protracted public hearing resulting from 
Mr. Untermyer’s efforts to enact into law his pet measure of 
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incorporati is unsuccessful; the Senate Committee 


has not eve! bill. The natural inference is that he has 
failed to ma , as I said before, you may judge for 
yourselves af tudied both sides from the government's 
published re} dence. I think you will find that what 
is there rev ttempt by Mr. Untermyer to exploit th 
exceptional ract attention to a theory which cannot 
otherwise s 

The gent rewdly prepared for an adverse verdict 
on his specif es by supplementing them with abstract 
charges. H effect that if you are not content with his 
unsupported f specific wrongs actually done, you ar 
to consider 1 which the Stock Exchange possesses, a 
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Actually tl | The Stock Exchange could not exist 
if the enlight terest and sense of justice of its members 
did not result i good; instances to the contrary are ex- 
ceptional, an ot accept as a valid argument against a 
right or a pov vise well established, that it may be liabl. 
to abuse, unl ial demonstration of the prevalence of such 
abuse neutral! l effects of that power. If this process of 
reasoning is s hat becomes of the unsupported contention 
to which you | t' listened ? 

Of course the S Exchange possesses a power which may be 
wrongfully « 1; so also does every human agency. You 
and I have wit power to do murder; the church possesses 
the power to ] vy. But the fact that we do not do these 
things affords a le assurance that we will not do them, and 
this is the wa) ety arrives at its verdicts, basing its 
conclusions or n do and not on the things they have 
power todo. ‘J power of the Stock Exchange is the power 
through whic! | its eminence, namely, a just concep- 
tion of duty t finite policy founded on that concep- 
tion, and a fir mn of such policy. Dealing in the evidences 
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courts and legislatures as the standard barometer of business and 
trade, where would it be today but for a general recognition of its 
high standards of business morality? And where would any of us 


lige 


be if nightmares of bondage were imposed upon us by statute, mere- 


ly because we possess the power to do wrong? 

' Proceeding from one sophistry to another, Mr. Untermyer ar- 
rives at his second point. He says that because the Stock Ex- 
change possesses such power it should be forced to incorporate 
and that it should be placed under the control of the Postmaster 
General. Now then, in every suggestion of this kind, having to 
do with the public good, the burden of proof as to the justice and 
wisdom of any restrictive measure rests on the authority proposing 
it. The gentleman evades this responsibility, and so I must ask 
your indulgence whilst I look into this proposal. 

The Stock Exchange, as Professor Emery has shown you, is 
merely a meeting place for its members, who are the agents of 
others. It is a voluntary association, and not a corporation. It 
has grown to its present importance through the wealth and de- 
velopment of the country. Speculation on a large scale has ac- 
companied its growth, and speculation, I need scarcely remind this 
audience, is a necessary and useful part of all business. This 
speculation numbers among its adherents people in all parts of 
the world who have a perfect right to speculate, and whose opera- 
tions do vastly more good than harm. It has also attracted others 
who have no business to speculate, and who would be prevented 
from doing so if it were possible. To this latter class Mr. Unter- 
myer’s proposals are directed. He tells us that government can 
set everything right, and that through all-wise and beneficent law- 
making the ills of society may be cured. 

It is an ambitious program, affording a view of a distant Utopia 
and of the Delectable Mountains of humbug. No government is 
or can be better than the governed; no government is all-wise and 
few are beneficent; no law can lift a people above the level of its 
tastes and inclinations. These things are not the business of 
government. It is not a philanthropic agency; it cannot, save in a 
restricted sense, protect the individual against himself. All that 
government can do, in or out of the Stock Exchange, is to secure 
an ideal measure of liberty and of equal opportunity for all men, 
leaving the individual to work out his own salvation. 

But the Stock Exchange itself can do much more than this, and 
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In what way, then, has public opinion expressed itself on this 
matter of incorporating the Stock Exchange? It is so old a sub- 
ject, and so much has been written about it, that I cannot do more 
-n the limited time allotted, than to sketch it in outline, although I 
shall be glad to place in your hands fuller information if you de- 
sire it. The English Parliamentary Committee on Foreign Loans 
first investigated the subject in 1875, rejecting incorporation on 
these grounds (I am quoting from the report) : 

That such a body (the Stock Exchange) can hardly be interfered 
with by Parliament without losing that freedom of self-government 
which is the only life and soul of the business. 

Again, in 1877, the subject was referred to a Royal Commission, 
which reported, after a year of investigation, as follows: 

In the main, the existence of the Stock Exchange and the coércive 
action of the rules which it enforces upon the transaction of business 
and upon the conduct of its members have been salutary to the interests 
of the public. . . . Any attempt to reduce this rule to the limits of 
the ordinary laws of the land or to abolish all checks and safeguards 


not to be found in that law, would in our opinion be detrimental 
to the honest and efficient control of the business. 


I am sorry I cannot go into this report in detail; here I can only 


say that the London Stock Exchange remains, to this day, free 
from the fetters sought to be imposed by incorporation. 

The proposal was next heard of in Berlin, where, in February, 
1892, the Chancellor of the Empire appointed a commission of 
twenty-eight distinguished lawyers, economists, merchants, and 
landed proprietors to pass upon the question of imposing re- 
strictions on the Berlin Boerse. This commission spent twenty- 
one months at its labors, reporting adversely, on grounds 
similar to those adopted by the English commission. The fact 
that this report was ignored, that the politicians took matters into 
their own hands and forced the enactment of hostile laws, and that 
these laws brought about a distaster to German trade and industry, 
are matters of history which have been admirably treated by 
Professor Emery in his “Ten Years’ Regulation of the Stock Ex- 
change in Germany.” The greater part of this law has now been 
repealed, but Germany has never entirely recovered from its bale- 
ful effects. Here we have a practical illustration of an instance 
where government regulation caused infinitely more harm than 
the difficulty it attempted to remedy. 

We next hear of this project in New York, in 1909, when Gov- 


be fu 
con 
emne 
ne 
rp I 
We |} 
rpo 
ind super 
exis r 
ed } 
thy 
lI r 
power res g 
tage S | 
delays nd 
ig 
S 
prepared 
gained 
cha ire 
corres 
The 
wi 
inves 
eq en 
by tl New ¥ 
ifter pro 
pe ired a p 
matter f 
Currel V\ 
introdu [ 
ve] 


106 
It wou 
f 4} 
\ 
l t of 
rts 
nm sul { re 
Whil \ 
| 
| 
PASU 
ASU 
r we nts, 
hang 
Lione e det 
| Fina f the 
mf 
idgn 
nd Currenc 
p. 74 princi 
j 
t 


Speculation on the Stock Exchanges—Discussion 107 


(ntermyer was himself chairman of this committee, and he ap- 
peared and argued at its meetings when the subject of incorpor- 
ating the Stock Exchange was under discussion. This committee 
made two majority reports, both of them opposing the incorpora- 
tion of the Stock Exchange, on the ground that the measure “will 


produce no beneficial changes and besides will do positive harm.” 


With your permission I will read one section only from one of 
these majority reports: 
The bill is not needed to enforce an honorable course of conduct 


between the members of the Exchange. No more honorable body 
of men exists anywhere in the world. Transactions involving large 
sums of money are consummated every minute without any writing, 
and only by a movement of the hand or a nod of the head. In 
pursuance of the desire of the members of the Exchange to have all 
their dealings clean and above board, tremendous power is given 
to their Board of Governors, with the result that the Board is able 
to rule with a firm and just hand. No such result would be possible 
if the Exchange were incorporated. 

Now, gentlemen, where do we stand? Three very eminent gov- 
ernment commissions have passed upon this project and have re- 
ected it. The New York State Legislature has rejected it; the 
Law Committee of the New York County Bar Association has re- 
ected it, and a committee of the United States Senate has pigeon- 
holed it. All the evidence and all the reports are at your service ; 
if you want further information we will throw open to you any 
channel of inquiry you may desire. What remains is the fact 
that there must be something fundamentally wrong with this 
measure, 

It is always the safest plan in judging the expediency of any 
measure to consider its possible defects as well as its possible bene- 
fits, and this explains the consistent rejection of incorporation by 
those accustomed to putting facts before fancies and reason before 
sophistry. They have found, as I have shown you, that no good 
purpose would be accomplished by the incorporation of the Ex- 
change; that on the contrary the substitution of public control for 
the control exercised by the Exchange over its own members would 
be detrimental to the public interest. For example, a vital function 
of the Exchange is the exercise of its disciplinary power over its 
members. Under our Stock Exchange law any act which in the 
judgment of our governing board violates “just and equitable 
principles of trade” may be punished as severely as circumstances 
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and appreciation. . . . These are reasons for our statement that 
a full judicial review of the disciplinary judgments of the govern- 
ing committee would lower the whole tone of the Exchange and 
radically impair its standard of just, equitable, and honest dealing. 
Any movement which deteriorates its standard is inimical to the 


public interest to a degree commensurate with the vast dealings 


of which it is the center, and with the function it performs.” 

My opponent argues that because of its large relationship with 
the whole public the Stock Exchange really exercises a function 
of nation-wide importance as a sort of public utility and that its 
control properly belongs to the government. Where privileges, 
franchises, or monopolies have been granted, yes. But the Stock 
Exchange neither asks nor receives anything from the state or the 
nation, nor does it ask or receive immunity from any law which 
government or state may enact. Members of the Exchange are 
just as amenable to the laws of the land as other persons, and a 
prohibited act is just as unlawful on the Exchange as anywhere 
else. When, for example, the state legislature enacted the law 
prohibiting manipulation, that law became just as applicable to 
transactions within a voluntary association as it would be if it 
were incorporated. Hence the necessity of regulation on this 
score is not an argument for incorporation, since it may more easily 
and less dangerously be accomplished by general laws. 

Mr. Untermyer wants the government to have access to the 
books and accounts of members of the Exchange, in order that the 
Postmaster General or his subordinates may see what is going on. 
As I have just explained to you, members who violate any general 
law may be summoned to court with all their books and papers. 
But this is not enough; there is to be a body of public officials, 
political henchmen, constantly examining the books and papers of 
1100 members of the Exchange to ascertain whether they have vio- 
lated the charter of incorporation. I should say the taxpayers 
would have something to say about this; certainly the moral sense of 
the community will recoil from an espionage at once so impractica- 
ble and so intolerable. The gentleman who proposes this form of 
servitude is a lawyer; his profession also is one invested with a 
public interest; immense power for good or for evil rests upon its 
shoulders; from time to time grave abuses appear which the bar 
as a whole deplores, and which it strives earnestly to prevent. 
Would the gentleman welcome a proposal to throw open all his 
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about it, and my sorrow is mingled with solicitude. As I have lis- 
tened to him, I have been thinking of Sterne’s advice to Smollett, 
who had been visiting the Continent and saw everything in a 
iaundiced light. “T’ll tell it,” he cried, “to the world.” But 
Sterne gently counselled him to tell it to his physician. 


W. Z. Riptey: Mr. Emery asserts that the members of the 
Stock Exchange are nothing but agents for outside speculators, 
ind that the Exchange in its corporate capacity performs no com- 
mercial function. Is this strictly true? Are there not, for ex- 
mple, two acts of the managers of the Exchange at least which 
irectly affect the public, such as the admission of securities to 
trading and the striking of them from the list? Has not the 
power and influence of great bankers and Stock Exchange leaders 
it times in the past been responsible for the admission of securities 
without as great publicity as to the standing of the company as 
was required of others, who had not that standing? Certainly an 
ibitrary exercise of power under such circumstances is invited. 
And it would seem as if such power should be hedged about by 
some measure of restriction. The one great safeguard is always 


publicity. A complete disclosure of all details as to promotion 


ind financial standing should be required impartially. Whether, 
under present conditions, in absence of incorporation, this con- 
dition obtains is matter for debate. 
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certain purposes. ‘Taken altogether they may effect some slight 
reductions in the cost of some few articles. The notion, however, 
that the function performed by the middleman can be dispensed 
with through the Parcel Post and free public markets is nonsensi- 
cal. Not even a beginning can be made toward utilizing the Parcel 
Post and the free public market to reduce prices without expending 
brains and time and trouble upon the problem of distributing 
commodities to consumers. ‘The middleman may be eliminated, but 
the function performed by him cannot be eliminated. If the 


grocer does not come between the farmer and the consumer, then 


either the farmer or the consumer has to play grocer. According 
to the law of probability, the middleman ought to be the same kind 
of aman as the endman. There are dishonest middlemen, greedy 


middlemen, incompetent middlemen, and superfluous middlemen, 
just as there are dishonest, greedy, incompetent, and superfluous 
farmers, manufacturers, mine owners, and workmen. If war is to 
be declared against dishonesty, greed, incompetence, and super- 
fluity, I am for enlisting, but I do not want any general orders 
to shoot at these things only when they are personified in 
middlemen. 

If the middleman is any more untrustworthy and inefficient than 
any other class of producer, there must be something about the 
middlemanning business whereby honesty and competency are pun- 
ished and dishonesty and incompetency are rewarded to a greater 
degree than prevails in other lines of productive enterprise. I do 
not believe there is any immutable economic law that compels all 
middlemen to lie, cheat and steal, or be competed right off the map. 
Selling country produce on commission, however, does subject the 
commission merchant to severe temptations, and too often he has 
succumbed thereto. If Diogenes and Aristides had been driven by 
force of circumstances to live by selling fruits, vegetables, dairy 
butter and eggs on commission, the one would never have been 
ostracized from the Athenian State because he was just and the 
other never would have begun his search for an honest man, and 
incidentally he would have saved himself the price of his lantern. 

Hundreds of instances are cited to show the abysmal depravity 
of commission merchants. There can be no doubt that some com- 
mission merchants do falsify their accounts and deliberately fleece 
their consignors whenever they can do so with impunity. The great 
majority of cases, however, in which farmers have shipped produce 
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,{ commission men nor by elimination of them, but by organization 
{the market. If all the present generation of commission mer- 
hants were put in jail, that would not repay the losses suffered by 
farmers, neither would it prevent a fresh generation from opening 
ip in the commission business. If dealing in farm produce on com- 
mission were forbidden by law, either the law would be evaded, 
jisregarded, or declared unconstitutional, as frequently happens, 
yy other persons would be obliged to perform the function now 
performed by the commission merchants. The law can effect some 
n provement by licensing and bonding commission merchants and 
subjecting them to federal inspection, thus making dishonest prac 
tices so unprofitable that there can be no doubt but that honesty 
is the best policy. 

Nothing much worth while can be accomplished by legislation, 
however, toward saving the immense waste in transporting and 
narketing farm commodities. The only way to bring producer and 
msumer effectively and permanently together is through what I 
have termed organization of the market. 

The first step to be taken is to organize the farmers into local 
odperative associations. The object of these associations should 
be: first, to determine upon the crop or crops to be grown for ship- 
ment to market; second, to insist upon proper methods of growing 
the crops agreed upon; third, to standardize and guarantee the 
juality of the products shipped; fourth, to superintend the gather- 
ing, grading, and packing of the crops; fifth, to arrange for proper 
ind sufficient means of transportation, handling, shipping, and 
terminal facilities; sixth, to bargain with railroads and other 
transportation companies for a freight rate that will be a livable 
rate for both the farmer and the transporter. 

The farmers’ association must obtain the fullest information as 
to the kind and the quantities of products that have been demand- 
ed in the past and are likely to be demanded in the future in the 
markets they are in a position to supply. They must secure cur- 
rent information on the state of the markets, the prevailing prices, 


and the like. An iron-clad contract is necessary to hold farmers 
together even for one crop season. Farmers are the slaves of their 
own independence. No agreement which is devoid of severe penal- 
ties for violation will be effective to prevent individual farmers 
from selling their crops independently of and in competition with 
the marketing associations to which they are indebted for trans- 
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A few years ago the president of one of our great railways open- 
ly gloated over the fact that bananas were being shipped both 


ways simultaneously between New York City and Boston. Farm 
machinery made in New York State is shipped and sold in Wis- 
consin and Minnesota, while farm machinery made in Wisconsin 
is sold in New York, Pennsylvania, and Ohio, and the same kind 
of machinery made in Ohio and Pennsylvania is sold all over the 
country and abroad. Danbury hats are sold all over the world 
except in the vicinity of Danbury; the Cambria Steel Company 
furnishes steel bridge material for the construction work now 
being carried on in Chicago right under the shadow of the Ameri- 
can Bridge Company’s plant. The big mail order houses of Chi- 
cago With a sublime audacity sell their tawdry wares within a 
stone’s throw of the noble facades of New York City’s Greek tem- 
plesque department stores, and now these same New York stores are 
invading Chicago. It costs more to ship a carload of apples from 
northeastern Pennsylvania to New York City, a distance of about 
180 miles, than it does to ship a carload of apples from Michigan, 
a distance of 800 miles, or even from Colorado, 1800 miles. It is 
useless to mention more cases of the kind so familiar to all who 
have had aught to do with railway rates. 

All this cross-hauling back and forth around Robin Hood’s barn 
from producer to consumer costs money. It may be a fine thing for 
the officers and stockholders of the railroads which do the hauling, 
but some one must pay for the wear and tear on railroad iron and 
equipment, axle grease, insurance, ice, fuel, overhead charges, and 
the time consumed in transit. 

I do not altogether agree with Professor Ripley that every 
locality should be made so far as possible an independent, self- 
sustaining community, by penalizing long distance shipments, by 
means of railway tariffs based on distance. I hold rather that 
railroad rates should first of all be regulated (fixed, if need be) 
so as to render the greatest service to the public. This principle of 
rate regulation does not at all imply that all railway rates should 
be abolished and transportation be made free, expenses for con- 
ducting transportation, upkeep, and improvements to be paid out 
of general taxation. It does mean that if the public good requires 
the rates on certain commodities should be based on the postal 
rate principle rather than the mileage rate principle. 

Of course, it is impossible to inaugurate a universal, all-embrac- 
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United States mail bags are stuffed. I would rather encourage 

. transportation of beef, potatoes, and cabbage, than that of 

Best Sellers and Lydia Pinkham’s Vegetable Compound ads. min 

gled with lurid newspaper headlines appertaining to War, Love 
. and Murder. 

In the instances cited above and similar cases the railroads. 
through their rate system, actually penalize favorable geographi- 
cal location. If I understand him aright, Professor Ripley would 
give Westchester County the first crack at supplying New York 
City with apples by granting rates based on distance, next Rock 
land County, then Orange, and so on to Wayne and Susquehanna 
Counties, Pennsylvania. If the apple appetite of the citizens was 
still unappeased, more remote regions would find it worth while 
to ship apples to New York City. I do not believe this is a correct 
principle of procedure. I believe we should strive so far as it is 
possible to put every community in the United States, at least, on 
the same footing, so far as freight rates upon perishable food 
products are concerned. 

The object to be striven for, it seems to me, in our railway rate 
policy should be the public service, the feeding, clothing, and 
warming of the people of New York City, Boston, Chicago, Frince- 

.and Philadelphia. All that the farmers of northeastern Penn- 
sylvania have a right to ask for in freight rates is an equal chance. 
o far as the rates are concerned, to compete with other sections of 
the country in the business of supplying New York City and other 
markets with foodstuffs. I am perfectly well aware that a univer- 
sal postal freight rate on all commodities of the same class and in 
the same amounts is impossible for such an enormous country as 
ours. It would be impossible to pay the operating expenses of the 
existing railroads out of their income if the rates were so revolu- 
tionarily revised as to conform to the postal-rate system through 
ut. The railroads have been built and the country developed on 
quite a different plan. To be sure, the plan followed has been a 
perfectly planless plan, so far as any orderly development is con- 
cerned. The one central and outstanding object sought by the 
enterprising men who built and consolidated our railroad systems 
was profits to the enterprisers. They believed in state activity in 
business enterprise whenever state activity spelled larger profits to 
themselves. When state activity stood between them and larger 
profits, then state activity became socialism, a thing of anathema. 
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grower on an equality with the Michigan apple grower instead of 
fning him, by means of a railway tariff, for the crime of living in 
Pennsylvania. I see no reason why the egg, vegetable, and fruit 
growers of New York, Kansas, Oregon, and everywhere should not 
have equal freight-rate opportunity to supply the markets of Chi 
wo, San Francisco, St. Louis, New York, and New Orleans with 
eggs, vegetables, and fruits. A quite substantial equality in rates 
n meats already exists. Where inequality of freight charges ex 
ists, it has little or nothing to do with length of haul from the 
listributing centers of meat products. It has to do with the abil 
ity of the local meat brokers to persuade or compel the railroads 
to make a favorable rate on meat shipments into the locality in 
juestion. 
Enter the Carping Critic, demanding to know how the waste 
f hauling cucumbers from Maine to Montana and back from 
Montana to Maine can be eliminated by means of a postal freight 
Easy enough. If the premiums and bonuses in the form of 
rates that continually dwindle as the distance increases were abol- 
shed and equal facilities were offered to all shippers who offer 
freight under similar conditions, the incentive to ship long dis- 
tances would disappear. It requires time to transport freight. 
Depreciation in quality of commodities, insurance and _ interest 


charges would afford sufficient obstacles to the shipment of goods, 
especially perishable goods, to prevent their shipment across the 
continent to compete in the markets with the same products grown 
near at hand. Of course, information as to the kind of commodi- 
ties demanded in different localities, the amount demanded, the 
time and duration of the demand, and the prevailing prices must 
be disseminated among all producers actual and potential. I do 
not object to buying lettuce shipped from New Orleans to Wash- 
ington, if Louisiana has such superior advantages that the pro 
ducers of that state can stand the losses due to time and decay 
and still undersell the nearer producers. 

We are still only at the beginning of the organization of the 
market. When farmers have been taught what crops to raise, in 


what quantities to raise them, how to raise them, gather, sort, 
grade, pack, and ship them, and the railroads have been induced 
or compelled to fix rates on the basis of the greatest service to the 


public instead of the greatest net income to the railroads, we have 
only made a start toward bringing the producer and the consumer 
together. 
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New York City during this current year have apparently shown 
‘hat municipal markets may be intelligently operated under public 
thority in this country. These markets were established on waste 
unds belonging to the city at almost no expense to the taxpayers. 
Qne is located on the west side of Manhattan Island at 129th 
t, the terminus of the Fort Lee Ferry, the others are located 
east side under the approaches of the bridges at 130th 

t, 59th Street, and the Williamsburg Bridge. ‘They are thus 


easily accessible to farmers and to consumers. Probably these 


free public markets do not actually supply more than one twentieth 


f the foodstuffs consumed on Manhattan Island alone. They 
ive, however, reduced the cost of foodstuffs over the greater part 
f the area of Manhattan Island and to some extent in adjoining 
boroughs. The prices at the producers’ stalls in these markets are 
said to range from 10 to 50 per cent lower than the prices in the 
non-competing grocery stores. Retail grocers quite naturally 
have opposed the free public markets. A good many retailers in 
the vicinity of the markets have been obliged to shut up shop. 
Quite a number of the more enterprising have been allotted stalls 
n the free public markets by the Committee of Markets. Thes¢ 
irkets are well patronized and well supervised, under the present 
ministration. Whether the system of supervision will continue 
satisfactory depends on many things, the most important of which 
s perhaps the intelligence and interest of the Committee of Mar- 
kets. The producers’ stalls are occupied by bona fide producers, 
who have been visited by the authorities. Every stall holder 
knows he is under supervision. If he is found guilty of giving 
short measure or short change, or practising deception as to the 
quality of his goods, he may be summarily ejected from the market. 

Somewhat despotic powers are thus exercised by the Committee 
f Markets, and it is easy to imagine conditions under which 
these powers might be abused. These retail markets must be care- 
fully and intelligently supervised if they are to be made of any 
real use in reducing the stupendous waste which comes in between 
producer and consumer. The importance of proper supervision 
by the public authorities is equally great whether the markets are 
owned by the public or by private individuals or corporations. I 
im inclined to favor public ownership rather than private owner- 
ship of public markets, although the experience with public owner 
ship of markets has thus far been quite unsatisfactory. The 
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MARKET DISTRIBUTION 
By L. D. H. Wevp 


The University of Minnesota 


Marketing is a part of production. It has to do with the crea 
tion of time, place, and possession utilities, whereas manufacturing 
has to do with the creation of form utilities. In discussing th« 
problems of production, economists have usually had in mind pri 
marily the manufacturing end, and they have drawn their illus 
trations of division of labor, large-scale production, organization 
of industry, etc., from this field. Likewise agricultural economists 
have given their attention principally to crop-growing, or as some 
unfortunately call it, the “production” end of agriculture. It is 
true that some economists have sought to point out the application 
of general economic principles to mercantile organization, but 
never in such a way as to throw light on the present system, or to 
point out its weaknesses. 

And yet that part of production which is covered by marketing 
is extremely important as compared with the manufacturing or 
crop-growing process. A comparison of factory or farm cost 
with final retail price of almost any commodity will prove this. 
Economists agree that they have neglected this branch of their 
subject, but few realize either the alluring fields for research which 
offer themselves, or the serious consequences that their neglect has 
brought about. As it is today, the whole system of marketing 
farm products stands condemned in the eyes of the public. Th 
great majority of people believe that there is something radically 
and fundamentally wrong. In the agricultural parts of the coun- 
try there is nothing that stirs up enthusiasm so much as fiery 
denunciation of present marketing methods. Many extravagant 
and misleading statements have passed unchallenged and have been 
spread broadcast throughout the country. Things have come to 
such a pass that in some of our agricultural states a college pro 
fessor who finds anything sound or justifiable in the present 
marketing organization runs the risk of exciting serious adverse 
criticism, and even charges that he is “in league with the interests.” 
Do the generally accepted principles of economics, if applied to 
this subject, reveal any such fundamental weaknesses as are sup 
posed to exist, or rather do they result in a justification of the 


irketing process, 


umer, normally pass 


through t - may be classed roug 
ly as loca . transportation companies 
one or I . and, finally, retail rs. The 
i\ 
ne 1 or Ul r to ynsolidate small Col 
trib ns to furnish storagy 
ful 
facil trading connections 
cul 
wit! Cty { nk or links betweer 
ni 
Wil 
nd when ny middlemen. 
AS, 
I ] ito! may best pe de} 
ynstrated yns why country shippe! 
ao ! i rect to city reta 


} 
+} 


1. ‘To n local shipment, he 


quantity S t ret rs to hand 
Reta ind storage facilit 
cl 
for ind a are out of tl fi 
ques G ill allotments, and 1) 
reta sv %tments from a great 
variety 
2. Shy intity from shipment 
shipment The city supply of many 7 
co lucing section and ther 
fre le to buy from day t 
day mand. Further , 
more period will be insu ; 
ficient, W ich greater that 
retailers irried by a sepa 
rate clas irplus producti n to 
4 that or ins 
‘| 3. The q by a country shipper is 
very fairly definit« class 
4 of trade onstant quality 
4. Busin shippers and retail stores 


| 1 . > 
Red are difhe ult ta ished ire difficult to 


maintain. 


‘Bh 
| 


Market Distribution 127 


5. Retailers are notoriously “slow pay.” Even wholesalers, 
who are in close touch with city retailers, have their difficulties in 
making them pay for goods within a reasonable time. Country 
shippers cannot afford to wait for their money, because they must 
be paying cash for goods as they are brought in by farmers from 
day today. This one obstacle is almost enough in itself to prevent 
direct selling from country shipping unit to retail store; at least it 
has been the reason why innumerable attempts at such direct sal 
have been given up. 

These reasons suggest the functions of wholesale dealers. These 
functions are not generally understood; they are much more diffi 
cult to perform and require a much greater degree of organization 
and business ability than most people realize. Frequently they 
will be subdivided among two or three different sets of wholesalers. 
as, for example, a commission merchant, handling goods on con- 
signment, and a wholesaler or jobber; or a wholesale receiver who 
buys outright, and a jobber who sells to retail stores. In fact, it 
is safe to say that the great bulk of farm products arriving in our 
irge cities passes through the hands of at least two such classes 
if wholesalers. 

For example, a large proportion of the butter made in the 800 
creameries of Minnesota is marketed in New York City, passing 
first through the hands of a wholesale receiver, and then through 
the hands of a jobber. The wholesale receiver specializes in the 
solicitation of shipments from country creameries in Minnesota, 
the financing of these creameries by allowing them to draw drafts 
on day of shipment, the handling and storage of large lots of 
butter on arrival in New York, and the rough sorting out according 
to quality. These functions naturally constitute a business in it- 
self. The jobber performs an entirely different set of functions: 
he buys from the wholesale receiver in round lots of say from 
twenty to fifty tubs at a time; he sends salesmen around to innu- 
merable stores in New York to find purchasers; he sells one tub at 
a time, selecting just that quality of butter which he knows each 
retailer, or delicatessen, or restaurant, or hotel, or steamship com- 
pany wants; he delivers the one tub at a time to various parts of 


the city; and he very largely finances the retail stores by giving 


them credit, and undertakes the necessary accounting expenses 
and losses incident to dealing with scores of small retail shops. 
All of these many functions now performed by the receiver and the 
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especially when done on a large enough scale,—thus resulting in 
what we may call integration of marketing processes, just as we 
speak of integration of industry. In other words, this economic 
justification of the present system of minute subdivision furnishes 
no reason for objecting to, or for not seeking out, more economical 
combinations of functions any more than a shoe manufacturer 
would hesitate to install a machine which would combine the opera- 
tions now performed by three or four different workmen. The 
chain store may perhaps be considered such a machine in the 
merchandising field, because in marketing farm products it takes 
over the functions of the jobber,’ and to a certain extent of the 
wholesale receiver, with certain resulting economies. 

Since there appears to be ample economic justification for the 
subdivision of the merchandising process into several successive 
steps, it would not be surprising to find that some com- 
modities that pass through the hands of several middlemen 
are marketed on smaller spreads between producer and con- 
sumer than are other commodities that pass more directly from 
producer to consumer. It would be a simple matter to furnish 
innumerable examples of this. In other words, the cost of mar- 
keting commodities does not depend on the number of middlemen 
involved; rather it depends on certain characteristics of the com- 
modities themselves. A great deal is said about the great waste 
in marketing as evidenced by the wide spread between pro- 
ducer and consumer. Some say that the producer gets 46 per cent 
of the price finally paid by the consumer; others put it as low as 
35 per cent. Even if the correct figure could be determined, it 
would be of little significance, because it gives no idea of the great 
variation in cost of marketing different commodities, a fact which 
has been commonly overlooked in discussions of this subject. 

The proportions of Minneapolis retail prices received by Min- 
nesota farmers for various commodities as computed in February, 
1914, were approximately as follows, expressed as per cents of 
the retail price received by the producer: 


‘The term “jobber” is used here to mean that class of the wholesale trade 
which sells to retail stores, as described above in connection with the market- 
ing of butter in New York City. The terms “commission man,” “wholesaler,” 
and “jobber,” are often used indiscriminately; although they have fairly 
lefinite meanings, in some trades and in some cities. 
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marketing of poultry and butter; special loading and unloading 
machinery and highly efficient terminal elevators in the marketing 
of grain. 

5. The extent to which a commodity may be subdivided into 
well-established qualities or grades affects the cost of marketing. 
There is a well-recognized method of “scoring” butter which facili- 
tates its handling. Grain is subdivided into such universally ac- 
cepted grades that it is often bought and sold by merely naming 
the grade or at least by inspection of a small sample. When 
the buyer must carefully inspect the whole of the commodity he 
is buying, the cost of marketing is apt to be higher. The possibility 
of having standard grades enables the use of market quotations, 
which are often used as “trading bases” and which immensely 
facilitate the marketing of commodities. 

6. The relation between bulk of a commodity and its intrinsic 
value affects the importance of the freight rate as a factor in 
marketing. Potatoes and grain are of large bulk but of small 
intrinsic value, and hence the transportation charge constitutes 
. larger proportion of the total spread between producer and 
consumer than in the case of butter, which is a commodity of small 
bulk in relation to its value. 

When these differences in cost are considered, it is apparent 
that some commodities are marketed on very small margins. As 
compared with manufactured articles in general, the great staple 
farm products pass through the hands of a greater number of 
middlemen but are marketed on smaller gross margins. Those 
who have been fond of calling attention to the wide spread be- 
tween producer and consumer have dwelt on apples, strawberries. 
cantaloupes, celery, and other highly seasoned and perishable arti 
cles, and have failed to notice that the much more important 
products like wheat, butter, eggs, etc., are marketed on relatively 
small margins. If these staple articles were given their due weight 
in finding an average for all commodities, I believe that it would 
be found that the proportion received by farmers would be con 


siderably higher than any figure heretofore spread broadcast by 


writers and speakers on this subject. From computations that 
I have made for Minnesota products, I am convinced that on the 
average the Minnesota farmer receives about 60 per cent of the 
price finally paid for his products. Not that the exact percentage 
is of any particular value in itself, but that the estimates hereto- 
fore given out are both inaccurate and misleading. 
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roughly confirm this estimate. The thought in this connection is 
that possibly a disproportionate amount of attention has been 
given to transportation matters. (2) On the whole the margins 
taken out by the wholesale trade are also very small in view of 
the important functions performed. The net profit per unit of 
goods handled is so slight that it is only on a large volume of 
business that a wholesale produce dealer can make profits com- 
mensurate with those expected in other lines of production where 
equivalent amounts of capital, ability, and risks are involved. 
(3) The most important single portion of the total spread between 
farmer and consumer is that taken by the retailer. In fact from a 
large number of instances I have found that of the total spread 
between producer and consumer. the retailer takes on the average 
nearly one half. In other words, the slice taken by the retail store 
in the average is nearly as large as the slices taken by local buyers. 
railroads, and wholesalers combined. This state of affairs is of 
course due to the high costs of retailing and not to the high profits 

f that branch of distribution. It also suggests that perhaps the 
greatest opportunity for economizing in the marketing process is 
to be found in the retail field. It is the high cost of retailing that 
has undoubtedly made possible the development of codperative 
stores in other countries, and to the development of the mail-order 
house and the chain store in this country. 

When the statement is made that there are too many middle- 
men, it may mean one of two things: either that there are too 
many classes of middlemen, that is, too many successive steps; or 
that there are too many of each class, that is, too many wholesalers, 
or too many retailers. While the splitting up of the marketing 
process into a number of successive steps is largely a question of 
division of labor, as already pointed out, the question as to 
whether there are too many of each class is at least partially one 
of large-scale production, although other considerations are also 
involved. In the wholesale trade, we already have relatively large 
business units. In the retail trade, on the other hand, there are 
innumerable small stores scattered all over our large cities, and it 
is this fact that is so frequently condemned by those looking for a 
solution of the marketing problem. 

The subject of retail distribution is only beginning to be sub- 
jected to scientific study, and it is perhaps too early to come to 
any very definite conclusions as to the efficiency or possible im- 
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for us to obtain a clear conception of fundamental propositions 
erein set forth. Enough has been said perhaps to lead to the 
conclusion that there is ample economic justification for the funda- 
mentals of present-day market organization, and that the solution 
f the marketing problem lies not in revolutionizing the present 


system, but in ferreting out its weaknesses, and applying remedies 


ty cure these weaknesses. 

There certainly are defects in the marketing system, just as 
there are in our manufacturing and agricultural systems. These 
weaknesses can be discovered only by painstaking intensive studies 
ff the methods and costs of marketing each farm product in 
turn, because where there is weakness in marketing one commodity 
there is strength in the marketing of another. Although research 
n the field of marketing has not gone far enough to point out all 
he shortcomings of the present organization, certain weaknesses 
have been unearthed, many of which are not recognized by most 
if the casual observers who have expressed opinions with regard 
to the present system. 

is convenient to classify the defects of the present system 
under four heads as follows: 

Those connected with marketing at country shipping points. 

Those connected with the transportation system. 

Those connected with the wholesale trade. 

Those connected with the retail trade. 

In discussing these weaknesses, I shall confine myself to those 
onnected with marketing at country points, and with the whole- 
sale trade. The principal weaknesses of the system of marketing 
it country points are as follows: 

1. Careless packing and lack of uniformity in packages. 

2. Insufficient attention to quality of goods, to sorting before 
shipment, and to varieties produced. 

3. Poor roads from farm to country shipping point. 

+. Lack of knowledge of market conditions and prices on the 
part of farmers. 

5. Poor business management on the part of local buyers, coun- 
try stores, and farmers’ organizations. 

6. Lack of honesty on the part of both farmers and local 
buyers, 

7. Abuse of monopoly power when there is one buyer, and price 
igreements when there are several buyers. 
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It is only necessary to recite these various shortcomings of our 
present system to prove that the marketing problem is vastly 

mplex, and that improvement can be brought about only by 
careful investigation along a number of lines and by the appli- 
cation of one remedy here and another there. The object of this 
paper is to state the problem rather than to present a solution, 
but study of the subject has gone far enough to indicate at least 
in a general way the nature of some of the remedies. The most 
mportant may be classified broadly under four heads: first, 

jjperation, meaning a type of organization owned. and demo 
cratically controlled by those who do business through it; second, 
voluntary associations among dealers; third, government regula- 

on: and fourth, education. 

In this country codperative organizations have developed main- 
ly among producers, and hence have to do with marketing at coun- 
try points. In some countries they have been carried to terminal 
markets and even into the export trade. In Western Canada, 
the farmers market a large part of their grain through their 
own organizations in the Winnipeg market. A few attempts are 
being made along this line in the United States, but the extent to 
which farmers’ organizations should assume functions other than 
those connected with local marketing is a problem that needs care- 
ful consideration. Minnesota is far in the lead of all the other 
states with respect to the development of coéperation among farm- 

There are now over 1000 coéperative marketing organiza 
tions in Minnesota, including creameries, which also manufacture ; 
und in 1918 they marketed over $50,000,000 worth of farm pro- 
ducts. The movement has been growing so rapidly in that state 
that it needs direction more than encouragement. 

The part played by associations of dealers in regulating and 
mproving the marketing machinery is not fully appreciated. In 
many instances such associations have fallen into disrepute because 
of monopolistic tendencies—sometimes real and sometimes imagin- 
ary. It is safe to say, however, that the most highly organized and 
eficient marketing organizations in the country are to be found 
among our produce exchanges. 


The functions performed by such organizations in furnishing 


market places and trading facilities, adopting rules to prevent 
fraud, collecting and disseminating market information, and in 
providing systems of inspection and grading, are invaluable to 
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prices in retail stores as much as is generally imagined because 


people in general are willing to pay for the superior service 


offered by the stores. Public markets are good as far as they 
go and should be encouraged, at least certain modifications of 

em, but let us not be too optimistic with regard to their 
possibilities. 

A similar thought might be expressed in regard to the possi- 
bilities of direct marketing by parcel post or express. The 
quantity of farm products so marketed is undoubtedly on the 
nerease, but it will always be an extremely small proportion of 
the total volume. Several reasons might be given why direct mar 
keting is not apt to develop on a large scale. While reading the 
bulletin on “Marketing Eggs by Parcel Post” recently issued by 
the United States Department of Agriculture, I made a list of 
seventeen different things that we are told farmers must do, but 


which they do not now do, ranging from handling their own eggs 


issuming losses from breakage, in order to make a direct ship- 
ent a success. This bulletin, although written in an optimistic 
vein, Suggests important reasons why direct marketing of eggs 

n not develop on a large scale. 

In conclusion, let me again call attention to the fact that 
conomists have not only neglected these problems, but that they 
have not even gone into the matter sufficiently to know what the 
real problems are. Universities in our large cities have little 
realized the opportunities for valuable research work in the various 
wholesale trades at their very doors. And I can vouch for the fact 
hat some of these problems are also very fascinating. It is not 
nly a matter of collecting vast amounts of empirical data; it is 
iso a matter of solving intricate problems, most of which prob- 
lems require a good sound knowledge of economics for their solu- 
tion. A very few of our state universities have begun this work. 
The most important movement in this direction is the establishment 
f the Office of Markets in the United States Department of Agri- 
culture, which has already begun just such painstaking investiga- 
tions as I have suggested. The great need is to get down to the 
fundamental principles underlying the subject of market dis- 
tribution. There is perhaps no field of economics in which the 
fallacious and misleading statements of uninformed writers and 
speakers go unchallenged by economists to such an extent. Hap- 
pily the indications are that more adequate attention will be given 
to this important and interesting field in the future. 
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nformation, can work to good effect for both producers and con- 
sumers. ‘There must always be greater differentials and variable 


prices in the more perishable products than in those capable of 


storage. The speculator and the commission man have here their 
greatest opportunities. 

I am not convinced from these papers that the problem of th 
middleman is not very bad. Mr. Weld argues in one instance for 
more of them. May it not be that the East has more trouble with 
this question than the West; that the older the community the 

yre LiKe ly it is to have a greater development of the unnecessary 
middleman? Mr. Weld does not cite extreme cases, yet many 
such could be cited, and the burden became so great in just such 
cases that the producers were finally driven to drastic remedies. 
No better case could be cited than in the adjoining New Jersey 
county of Monmouth, where the producers have successfully elim- 
inated four middlemen and in a few years have taken over business 
running into the millions. 

With the problem of public markets, where the ultimate producer 
ind consumer are to meet, we come face to face with much irra- 
tional and radical suggestion, particularly from the cities. In 
the present trend of development of society, it does not seem te 
me that we can eliminate the corner grocery or its equivalent. It 
saves time if nothing else. It is constantly available to supply 
our wants, it even grants us credit to the next pay-day. Will the 
public market do this and more? The public market with proper 
storage in the large centers may be a cheaper solution of the 
problem of supplying the ultimate middleman. The public mar- 
ket reaches but a small number of the population. The tendency 
in growing cities with public markets is for the producer to be 
replaced by a middleman supplying his needs from the constantly 
increasing produce yards or docks of our great transportation 
companies. ‘To me the present solution of this problem is either 
the chain-store system or consumers’ codperation. One has only 
to study the English and continental codperative stores to realize 
that they are not only an economic force felt in the humblest 
home but a moral force without a parallel in such combination. 

Mr. Weld has pointed out the already great significance of 
codperation among producers in Minnesota. The hope of the 
farmer in this problem of better prices for his products lies in 
codperation with his associates similarly situated. Though per- 
haps not a model in all respects, yet the history and development 
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on marketing in the Graduate School of Business Administration 
f Harvard University has been considered pivotal by the faculty 
f the School, many of whom are members of this Association. 

The title of the course has evolved from first “Economic Re 
sources of the United States,” to next “Commercial Organization 
Domestic,” and finally to the present title of ““Marketing,” just 
plain marketing, the buying and selling of things. But from the 
first, under whatever name, problems of marketing have been 

center of interest and study in the School. The making of 
things and the buying and selling of things are the two great cen 
tral functions of business. All other activities of business—trans 
portation, banking, accounting, whatever they may be—are 
functions auxiliary to these main functions. With the present 
day operation and correlation of these functions I believe every 
economist should be acquainted. 

In a note for the AMericAN Economic Review for December, 
1913, on the Harvard Bureau of Business Research, I ventured 
to say that from the point of view of the economist business might 
be called applied economics and that the movement at Harvard 
for research in business was but a part expression of the feeling, 
mong the younger generation of economists at least, that much 
more inductive study of present economic processes was desirable 
before further large constructive work in economic theory was 
ittempted. Really the business man and the economist are study- 
ing the same subject, though their points of view are different. 
The business man is interested in results and consequently in the 
mechanism that produces the results. The economist is interested 
in the reasons for the mechanism and the results. But is not his 
appraisal of reasons apt to be more accurate if based on an inti 
mate knowledge of mechanism? 

Dr. Meeker in a broad deductive way has attacked the existing 
ganization for marketing. But he has also very properly point 
ed out difficulties in certain stock reforms suggested. Dr. Meeker 


has also emphasized as a step toward solving the marketing prob 
lem reform in transportation service and rates. There is undoubt 
edly room for improvement in the transportation of commodities, 
but after all even the present transportation cost is but a small 
part of the final price of the commodity. Dr. Weld in his thought 
ful paper reports that the transportation cost of a pound of 
butter from Minnesota to New York, where it sold for 36 cents, 


was 114 cents. This is 4.2 per cent of the price paid by the 
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welcomes the opportunity to advise and to codperate with similar 
research organizations which are coming into existence. Indeed, 
ready it has enjoyed that privilege and trusts that it may serve 
. further movement toward coérdination of effort in this most 
ittractive field. 

The field of marketing may be said roughly to have two main 
livisions, one on the side between the producer of raw material 
ind the manufacturer, and the other on the side between the 

inufacturer and the ultimate consumer. Notable illustrations 
f research work in the first division are the egg bulletin of the 
University of Minnesota and the cheese bulletin of the University 
ff Wisconsin. These food products are largely of the nature of 
raw materials and the consumer occupies a position in a rough 
way relative to that of a manufacturing user. The Harvard work 
is been almost entirely in the division of marketing between the 
manufacturer and consumer, and so far chiefly with the retailer, 
though now in shoes work with the wholesaler and with the 

unufacturer with or without a stock department is being done. 
The marketing of the hide from the cattle owner to the tanner, and 
to the shoe manufacturer, a great and important subject, has not 

en touched yet. In the study of the marketing of groceries, 
ist begun in a large way last June, the Bureau may be sent back 
eventually in some degree to the original producer, although it is 
croceries that are being studied, provisions and dairy products 
nly as they are carried by grocers. 

A figure or two shows the field for study between the manufac 
turer and consumer. Forty per cent of the price paid for a pair 
of shoes is consumed in getting the shoes from the manufacturer 
to the consumer. Seventy per cent of the $1.50 paid for a certain 
scientific book does not reach the printer of that book. Similarly 
figures varying from 35 to 70 per cent could be given for cloth- 
ing, hardware, and drugs. 

Where the risk, be it of style or perishability, is less, the differ- 
ence between the producer’s price and the consumer’s price is less, 
but even in groceries this difference ranges from 25 per cent to 40 
per cent of the consumer’s price. Whatever its explanation, the 
fact remains that between the manufacturers and consumers of 
many commodities a sum equal to from 30 to 40 per cent and 
more of what the consumer pays is added to the manufacturer’s 
price. It was to explore this 40 per cent on shoes that work 
began with the shoe retailer in 1911. This work has already been 
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The first two columns show the range in certain important 
fgures of operation, the third column the mode of the whole group 
to» each figure, and the fourth column the mode for an efficient 
croup large enough to be significant. 
It is seen that the gross profit ranges from 20 per cent to 42 
r cent of the price to the consumer but centers about 23 to 25 
r cent according to the grade of shoes sold. The total operating 
xpense ranges from 18 per cent to 35 per cent, but centers about 
to 27 per cent according to the grade of shoes. The true net 
rofit was found to be surprisingly low. It frequently became 

inus item when proper charges were made for interest and 
proprietor’s time. The four items—salesforce, rent, interest, and 
lvertising—comprise from two thirds to three fourths of the 
xpense of the ordinary retail shoe stores. Other items are dis 
issed in Bulletin Number 1. Two more significant items may be 
entioned here—the annual sales of the average salesperson and 
stock-turn. 

The annual sales of the average salesperson is one of the first 

sts of efficiency of a retail store. In the retail shoe business in a 

ty of more than 100,000 population the average salesperson 

ld sell $10,000 worth of footwear, at retail selling value. It 
is been surprising in other businesses to find this holding ap 
proximately true, whether the average unit of sale is 20 cents or 
two dollars. Where the rent is absolutely high, the sales of 
he average salesperson rise in accord with good Ricardian doc 
rine. For example, in great business thoroughfares like Broad 
way an average annual sales per salesperson of $16,500 was found. 
but this did not prevent the rent percentage from rising as high 
is 12. 

Incidentally may it be said here that no apparent connection 

has been found between rent and advertising as some have argued. 


High rent percentages with low advertising percentages have been 


encountered, but in no marked degree more than high rent per 
entages with high advertising percentages. 


The number of stock-turns in the retail shoe trade has been 
found ranging from one a year to 3.6 times, but centering about 
1.8 times a year—surprisingly few. In the retail grocery business 
the number of stock-turns ranges from 12 to 20. There seems 
ittle question but that there has been a marked decrease in stock 


rn in the retail shoe trade in the last seven years, and that this 
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practice for a retailer? Shall he buy from more or fewer sources? 


Shall these sources be manufacturers or wholesalers? How much 
stock shall he carry? How shall he determine it? In other words. 
nnot retailing be made more scientific and economical ? 

‘he figures so far published by the Harvard Bureau of Busi 
ness Research has been preponderantly from cities. Further 
more, stores have not been sufficiently classified by kind. With the 
profit-and-loss statements of coéperators for January and Feb 
ruary in, it is hoped there will be enough data to warrant tabula 
tions on three main bases—the grade of business, the population 
of the community in which the store is located, and the annual net 
sales. Figures from over 200 chain stores, as well as those from 
department stores, will receive separate treatment. 

These tabulations are expected to bring out some important 
facts. It is advanced in an entirely tentative fashion that they 
will show the small unit in retailing shoes to be the most efficient. 
It is likely to appear that a shoe store with yearly sales of about 
$50,000 may be the “representative firm,” and furthermore that 
it is likely to be a one-store business. Department stores and 
even chain stores are not expected to make so favorable a showing. 

In communities of less than 100,000, the rent percentage is ex 
pected to be distinctly less. Low grade businesses will show a 
still more marked reduction in operating expense as compared with 
high grade businesses. In the work now in progress with shoe 
wholesalers and manufacturers, some manufacturers who sell both 
through wholesalers and directly to retailers fortunately carry 
their stock department for retailers as if it were an independent 
wholesaler, so that valuable comparisons can be made between the 
costs of these respective methods of marketing. The grocery re- 
search began with retailers last June, and the introduction of a 
uniform system of accounts for retail grocers is proceeding. Al- 
ready most striking differences between the grocery trade and the 
shoe trade are appearing in the figures and other data furnished. 

This tremendous field of inviting research has been scarcely 
touched. A university is ideally suited for doing this work, be- 
cause of its non-competing position and scientific attitude, and 
this is becoming more and more the opinion of the business world. 
In such a vast field there should be no duplication of research by 
government or universities, and furthermore such research as is 
done should dovetail with other research. To this end the Har- 
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If, however, the flat rate would operate to draw goods from dis- 

communities, it would tax the nearby producer in favor of 

se more distant. The effect that this would have on “com- 

industries is apparent. 

flat postal rate departs from the only economic principles 

we have to serve as guides in rate making, namely, the cost 

rvice principle and the principle of comparative costs. For 

rate making, the application of the cost of service principle 

a proportionate application of the comparative cost 

It is true that the cost of service has not governed 

making in the past, and that it cannot be the sole guide 

he future, but I do think that the greatest economy will result 

i closer and more consistent approximation to the cost of ser 

rate making. This would make marketing cost a part of the 

production cost of a community, and apply more rigidly than ever 
the principle of comparative costs. 


Regarding the economic organization of producers on a coépera- 
tive basis, I am in accord with Mr. Meeker. Such organization of 
producers will facilitate the standardization of grades and packing, 
the codrdination of supply and demand in the various markets, the 
lissemination of market information, and the like, all of which will 
tend to eliminate waste. 

It will take some time, however, to organize even a small pro 
ortion of the independent American farmers in coéperative so- 
ieties, and in the meantime, I believe that the national government 
should continue with even greater vigor its proposed program of 
establishing market grades and standards, developing a market 


‘ 
nev 


vs service, and facilitating the organization of coéperative 


societies. 


With Mr. Meeker’s conclusions in regard to the parcel post. 


public 


markets, improved terminal and storage facilities, and the 
utilization of strect railways for the transportation of commodi 
ties, T am in substantial agreement. 

Mr. Weld, in his very excellent paper, points out that the retail 
store takes nearly as large a margin as that taken by all the 
other middlemen, including railroads, but he discusses the market 
ing problems as they present themselves under the present system 
of retailing. His justification of the subdivision of marketing 
into successive steps, as applying the principle of the division of 
labor and specialization, rests on the assumption that the present 
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chain system or some other retailing organizations capable of 


tilizing the ‘mass production’ principle more extensively in the 
ure. With this may come a tendency toward monopoly. It 
iy well be that the consumer will not be in a position to benefit 
iterially by this increased economy without finally organizing 
these systems on a coéperative basis. 
In conclusion I wish to emphasize with the principal speakers 
fact that marketing is a complex problem which requires study 
from many different angles. 


Crype Lynpon Kine: One basic element in minimum distribu- 
tion costs, particularly of fruits and vegetables, has not been em- 
phasized in either of the main papers, and that is the need for the 
standardization of farm produce and of containers. 

Nature has already done much to standardize products, pro- 
vided she be encouraged by careful and scientific choice of seeds. 
A leading seed firm in a recent prospectus states that “50 per cent 
of the seeds that are now being sold to our gardeners come from 
inferior stocks.”” The standardization of seeds and the standard- 
ization of growing processes can readily give us a standard product, 
nd this standardized product can have definite, reliable grades 
of national significance, intelligible to growers and buyers in all 
sections of the country. ‘Thus the grades of corn, wheat, and other 
grains have already been standardized to such an extent at least 
that the national government can now come in and adopt standards 
that mean the same thing the country over. But little has been 
done, however, toward national standardization in fruits, and prac- 
tically nothing has been done toward either national or local 
standardization of vegetables. 

Of as great importance to minimum marketing costs is the 
standardization of containers. This applies with particular force 
necessarily to vegetables and fruits. So long as beans are mar 
keted in the bushel hamper, in the 5g bushel basket, in barrels, 
half barrels, bushel boxes, 1/3 bushel boxes, the gallon and its 


small divisions, box crates, hamper baskets of 28 quarts and 11, 
bushel capacity, and occasionally, as in New York, in the 32-quart 
berry crates; so long as beets are marketed in the bushel ham- 


per, fractional bushel baskets, stave baskets, baskets of greater 


than a bushel capacity, standard barrels and their fractions and 


in $2-quart crates; so long as lettuce is marketed in the bushel 
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unnecessarily high cost of food distribution have at least 
very happy result of putting into the minds of farmers 
middlemen questions as to just what their actual marketing 
ure at each stage in the distribution process and whether and 
ese costs can be lowered. ‘The farmers and business men 
lly, therefore, have of late been reorganizing to a greate: 
s extent their own buying and sales methods. This is par 
ily true of those concerned with the growing and marketing 
vetables and fruits, the sales agencies as well as the markets 
grain having been fairly well standardized. 
lhe reorganization of the market is therefore not an ideal merely 
be hoped for. It is a force already with us. Fifty-seven reasons 
easily be summoned to prove that what is in the distribution 
is right, but happily the big fact is that as many business 
es are now at work revamping and reorganizing our distri- 
m system. ‘Thus vegetable and fruit growers particularly 
watching prices at every step in the distribution process with 
ew to adapting their sales methods to maximum returns and of 
ig at the point where such returns are assured. Of the 138 
table growers in the United States who answered the author’s 
is to whether they sold to local purchasers, cash-buying 


ers, retailers, or consumers, 39 answered that they sold to 


lesalers on consignment, 30:to cash-buying jobbers, 31 to local 
uurchasers, 51 to retailers, and 22 to consumers. That is, one 
lf of these growers sold either to retailers or consumers. Nor 
these growers limiting themselves to any one of these five outlets 
ir goods. Thus, of the 138 who responded, 17 sold to all 
is, to wholesalers on consignment, cash-buying jobbers, 
cal purchasers, the retailer and the consumer. Seven more sold 
to wholesalers, cash-buying jobbers, local purchasers and re 
tailers. Others sold to three or more of these. 
Nor are the growers alone the only class of business men who 
ire organizing their purchasing and selling methods. The whole 
eris turning jobber. He is sending his automobile direct to the 
farm and is selling direct to the retailer. The jobber is buying 
direct from the farm and is selling direct to the retailer. The 
hain store is combining within its organization practically all of 
the various steps in the distribution process. Retailers, through 
‘odperative organizations and through the dissemination of know] 


edge of how and when to buy, are buying much more directly and 
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railway rates, or to a proposition to build up a protective wal] 
seul each of the local communities by making distance rates 
proportionately higher. The initial cost of hauling from farm to 
shipping station alone makes both these questions sink into rela 
tive insignificance. The fact is that the Kansas farmer today is 
nearer the Philadelphia market than the Pennsylvania farmer of 
twenty-five years ago who lived in sight of the spires of that city’s 
churches. For all intents and purposes, the relative cost of dis 
tance shipments is relatively inconsiderable as compared with 
cost of hauling from farm to shipping point. And, on the 
ther hand, this initial cost is so great as to render not only futile 
but very harmful any attempt to give to the local agricultural 
mmunity higher prices from nearby urban dwellers through 
raising rates to more distant points. 

Without any change in our general scheme of railway rates, 
without any brief either for or against any one of the existing 
types of middlemen, without deciding whether efficiency in mar 
keting means more middlemen or fewer middlemen, the forces that 
ire now at work in the reorganization of marketing methods 
through lowering costs to each and every business man interested 
therein will ultimately place marketing in this country on an 
exact, scientific basis. This means assistance to farmers and 
untry buyers through dissemination of the needed marketing 
nformation, assistance to wholesalers and jobbers, through ade 
quate terminal and wholesale facilities, assistance to retailers and 
consumers through reliable information, all of which can be secured 
with maximum social efficiency only through well organized mar- 
ket bureaus in city, state, and nation. 


J. Russet, Smirn: Professor Lauman’s final dismissal of the 
parcel post as a medium of marketing products from farm pro- 
lucer to city consumer was perhaps made too soon. Parcel post 
‘ very young yet, and it takes things a long while to develop. 
The parcel post is closely associated with the matter of standard- 
zation of packages, and I hope that we may hear Dr. Carver 
answer his own question as to the desirability of inspection of 


standard packages, as we now have inspection of standard weights 
and measures, 


Personally I believe that such inspection should come, and when 
ths process of standardization has gone forward, then the parcel 
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the price of corn in Poland and the price of linen in Ireland 


as if either of these were a single and determinable factor. The 
fact, of course, is that there is a mill price, a jobbers’ price, a 
wholesalers’ price, and a retailers’ price, to say nothing of the fact 
that there may be a considerable difference in actual retail prices 
in two adjoining stores. For example, we found that in a con- 
siderable number of commoner grades of cotton dress goods these 
goods sold actually cheaper in the United States at the mill than 
in England. On the other hand, they would be sold to the Ameri- 
can consumer at a higher price than to the English consumer. In 
some cases the price would be slightly higher; in other cases great- 
ly higher, according to marketing methods, the custom of set 
prices, or traditions of one kind or another. Thus it might be 
that in one such case a 20 per cent change in the tariff would mean 
nothing to the consumer, while in another case a 5 per cent re- 
duction might mean much. 

I arose, however, to give one important injunction to this group 
of younger economists who have done such excellent work in 
studying these problems. Recognizing the fundamental import- 
ance of their study, both for economic theory and for the deter- 
mination of such practical problems as the effects of tariff rates, 
it is essential for them to remember that much of this good work 
will be completely nullified if they should make the mistake of 
starting out to find any one superior system or method of mar- 
keting. What our experience at Washington taught us was the 
fact that what is true of an “organdie” is not necessarily true of 


a “dotted swiss,” 


so far as producers’ and consumers’ prices are 
concerned, even if the same system of marketing is adopted. The 
same must hold true regarding goods in any line. 

We have all been making the mistake of talking about such 
as if either of these 
were a single commodity about which sweeping assertions could be 


made. Some goods can be handled with least waste by the small. 


things as “cotton dress goods” or “shoes,” 


independent retailer; some by chain stores controlled by manu- 
facturers; some by coéperative chain stores. Some goods can be 
handled economically by parcel post; some cannot. Some goods 
can be standardized; some cannot be standardized. Some can be 
standardized for one purpose, but not for another. Some goods will 
be sold by grade, some goods by sample. Indeed the same goods will 
be sold by grade for one purpose and by sample for another. All 
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method of creating time utility, and yet the method to which I 
refer has probably generally been thought of as belonging to an 
entirely different category. I have in mind the time of agricultural 


production to suit the market. Thus, it may cost the farmer one 


dollar to produce a certain quantity of a certain product for the 
use of the consumer on the first day of June. But the farmer 
discovers a demand for the same product on the first day of May. 
He may find it possible to produce the same quantity of the same 
irticle for delivery on the first day of May but it may cost him 
$1.10. The question arises in my mind whether this additional 
ten cents should not be considered as the cost of giving to the 
article time usefulness. 

There are large numbers of related problems which have come 
to my mind and which I have studied during the last ten years 
but I shall not try to bring them before you at this time. I think 
that we owe a great deal to those who are making such intensive 


nd useful studies in this field. 
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If one hopes to contribute individually to the improvement of 
federal statistics, the first essential is a thorough knowledge of the 
ctual conditions under which the work is done and of the field 
f inquiry with which the figures are concerned. It is seldom 
possible to get this knowledge from printed official reports. For 
a imple, the census of 1870 reported that 12 per cent and that 
¢ 1910 that 21 per cent of American negroes were mulattoes. 
The obvious interpretation is that these two races have been inter- 
ingling rapidly since the Civil War. We are not informed that 

1910 for the first time many of the enumerators employed were 
Negroes, that private inquiries conducted by Negro enumerators 
have shown a proportion of mulattoes much greater than census 
returns of similar date and place, and that this administrative in- 
novation may explain much or all of the reported increase of 
mulattoes. The figures do not prove and perhaps hardly strength- 
n the inherent probability that miscegenation has increased. 

How many members of our Association who use the statistics of 
mmigration know, what they could hardly learn from the reports 
of the Bureau of Immigration, that the meaning of the word 
immigrant as its statistical unit has been several times altered by 
bureau circulars and the comparability of the figures for successive 
years disturbed? How many know that until recently an immi- 
grant bird of passage was counted as an immigrant when he arrived 
in the spring, was not counted when he departed in the fall, and 
was counted again as often as he returned?! 

Closely related with this need for a thorough knowledge of any 
nquiry whose results one uses is the need for measuring or esti- 
mating the amount and direction of the error in the results. This 
is quite other than the probable error with which mathematical 
statists are concerned. It seeks to learn whether the reported 
figures are above or below the truth and by how much. In a 
complicated series of inquiries each set of answers has its own mar- 
gin of error, and an estimate of one throws little light on another. 
The reported number of married women is slightly too large 
because for a woman to allege marriage is to state a claim; the 
reported number of divorced women is far too small because such 
a report is a confession of fault or failure. 

The greater the importance of one’s statistics for the pur- 
pose he has in hand, the stronger becomes the need of determining 
‘See the writer’s “Our Gain in Population through Immigration” in 
National Civic Federation Review, Nov.-Dec. 1906, p. 7, 
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place in France at its beginning, it was probably Simon Newcomb. 
Because of his eminence, I venture to feather my warning shaft 
with an example from his statistics. In his brief Statistical In- 
quiry Into Sex m Human Offspring* a main object was to show 


that “the treatment of statistical data generally on a large scale 
by the rigorous methods of probable induction leads one into a 
field the cultivation of which promises important results to the 
science of the future.”’** The first of his six conclusions was: “The 
preponderance of male over female births probably varies with 
the race . . . it seems to be either non-existent or quite small in 
the negro race.”” This conclusion was founded entirely upon cen- 
sus figures which are subject to a margin of biased error, so wide 
that they have no probative value. Furthermore, the conclusion is 
directly contradicted by the few American registration figures of 
births by race and sex to which no reference was made, although 
the best of them were published by the city in which the article was 
probably written. 

The keen interest in economic or statistical theory which ex- 
presses itself more and more often in a mathematical dress, is not 
infrequently associated with a distaste for the patient and com- 
petent testing of the basic facts. This neglect may lead to build- 
ing structures on foundations of sand and to compromising the 
reputation of our guilds in their collapse. Certainly the contrast 
between the magnitude of the superstructure and the slipperiness 
of the foundation is often glaringly apparent to those who have 
struggled in deep waters to lay the foundation and is in no slight 
degree responsible for the attitude of quizzical aloofness with 
which these structures are viewed by some who know much about 
their basis. 

I dwell upon this suggestion because I have long believed it to be 
needed, and perhaps never more than now when the growing en- 
thusiasm for mathematical statistics in Europe and the United 
States and the inability of many producers of official statistics to 
follow or criticize intelligently the interpretation placed upon their 
own figures may result in reviving a separation, which I hoped 


‘Simon Newcomb, A Statistical Inquiry into the Probability of Causes of 
the Production of Sex in Human Offspring, Carnegie Institution of Washing- 
ton, 1904. 

*Id., Prefatory Note. 

"Id, p. 8. 
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ciation. ‘These two committees might divide the field of federal 
statistics between them and start a person at work, if possible, 
on each main field. Each coéperator would be invited to prepare a 
report on the recent progress and present condition of statistics 
within the field assigned him and to embody recommendations for 
its future improvement. ‘The reports would be laid before the 
main committee for editing. Those which received its approval 
would then be submitted to the Associations for printing. 

In this manner our Associations might secure for themselves and 
the public a series of deliberate, reasoned, and expert opinions 
upon the subject of our conference. If this effort should prove 
successful, it would aid us in deciding whether further steps were 
desirable. Perhaps the time would be found ripe for an expression 
of opinion from one or both of these Associations regarding federal 
work in statistics or certain branches of it which would influence it 
helpfully in the future as similar expressions of opinion from these 
and other learned societies have helped it in the past. 


E. Dana Duranv: Much might be said regarding the need of 
extensions of the field of federal statistical work. The most im- 
portant additions immediately desirable are perhaps annual statis- 
ties of manufactures and of agriculture. We already have annual 
returns, based on actual enumeration and not on estimate, of the 
mining industries and of cotton ginning, and until recently we had 
annual returns of lumber cut. There is equally strong demand 
for annual data, promptly published, of leading manufacturing 
industries and of the principal crops and domestic animals. 

The need for current data regarding agriculture is by no means 
satisfactorily met by the estimates of the Department of Agricul- 
ture. The margin of error in these is extremely large. The 
principle followed in arriving at the acreage of crops and the 
number of domestic animals is to take the decennial census as a 
starting point and to add or subtract annually estimated per- 
centages of change as compared with the preceding year. These 
percentages represent merely a consensus of guesses. An error 
in the estimate for one year continues to affect the figures for each 
year until the next census. Since errors in estimates tend, owing 
to psychological reasons, to continue in the same direction for a 
series of years, the cumulative error may become very great. For 
some states the estimates of the Department of Agriculture as to 
the acreage of certain crops for the year 1909 were several times 
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penses, materials and the like, if such are deemed necessary at all, 
for the quinquennial or even the decennial enumerations, 

In this connection it should be noted that even the elaborate 
quinquennial censuses of manufactures fail to present a great 
deal of information which is in strong demand. As regards many 
industries, there has been no attempt to ascertain the quantity or 
value of specific products. While, for some of these industries, it 
is scarcely practicable to obtain such data, there are others for 
which they could be obtained. Moreover, there is much demand 
for information regarding industries more narrowly limited than 
those distinguished by the census classifications. Owing to the 
fact that several branches of business are often carried on by a 
single establishment, the Census Bureau has more and more 
adopted the policy of classifying establishments according to very 
broad groups. When tariff bills, for example, are under discussion, 
information is demanded for specific industries, not groups of 
industries. Such information could be compiled and published at 
least for selected establishments which are free, or largely free, 
from the complexity of overlapping. 

The president of the American Statistical Association, in his 
annual address, suggested the desirability of a committee of expert 
statisticians to serve as an adviser to the statistical bureaus of the 
federal government. Other speakers have touched on the same 
thought. Doubtless a good deal could be accomplished by the 
creation of a joint committee of the American Economic and 
American Statistical Associations holding no official relation to 
the government. Still more, however, could be accomplished by an 
advisory commission created by the government and comprising 
statisticans and economists from the universities and other experts 
who would devote only a fraction of their time to the work, as well 
as officials continuously employed in government statistical in- 
vestigations. 

In order that the work of such an advisory body should be of 
the greatest value, its members would need to devote a good deal 
of time to it and to incur considerable travel expense, both in 
mutual consultations and in conducting investigations at Washing- 
ton and elsewhere. 

It will be recalled that these two Associations at the time when 
preparations were being made for the Twelfth Census, organized 
& committee to make suggestions. For the most part the work 
of that committee consisted of monographs prepared, wholly or 
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official organization should be deferred until a more suitable time. 
The joint committee might well consider the elaboration of a plan 
for such a statistical commission as part of its task. 

A third topic to which I wish briefly to allude is that of coépera- 
tion between the federal government and state and local govern- 
ments in statistical work. To some extent, coéperation may pro 
perly take the form of the employment of state or even municipal 
agencies to collect statistics for use by both the local and the 
federal government. ‘The Massachusetts Bureau of Statistics has 
to a large extent acted as an agent for the federal Census Bureau 
in this way. Unfortunately, however, the standard of statistical 
work in most states and cities is not so high as that demanded by 
the federal government and the extension of codperation of this 
type can be gradual only. 

On the other hand, it would seem possible for the federal 
government to codperate extensively with the state and local 
governments in another way, namely, by rendering available for 
special local uses the original data collected by the federal govern- 
ment itself for more general purposes. There is great demand in 
some states and cities for the presentation of more details as to 
small localities than are published by the federal government. 
This is notably true with respect to the censuses of population, 
agriculture, and manufactures. For example, a reasonable amount 
of detail regarding population and agriculture is desirable for 
townships; the Census presents data only for counties (except of 
course, that the number of inhabitants is given for townships). 

The federal government properly feels that it cannot afford to 
tabulate and publish information as fully for small areas as it does 
for states or for the country as a whole. It should, however, be 
willing to place the results of its canvass at the disposal of the 
states for the purpose of more detailed local presentation, or at 
the disposal of individual cities, counties, or other local govern- 
ments. The federal government might offer the state or local 
governments gratis the original schedules after it had finished with 
thm. It might furnish, more promptly, duplicates of those 
schedules, the cost, which would be low, to be borne locally. Again, 
the federal government might, on request, itself tabulate and 
publish the desired details at the expense of the states or local gov- 
ernments. None of these plans can be satifactorily carried out 
without new federal legislation. At the last census there were a 
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earnings and weekly hours of labor in different industries. In some 
‘ndustries, however, the number of establishments reporting in 
1911 was greatly increased over the number in 1910, so that no fair 
comparison could be made going back of 1911. It is unfortunate 
that the relatives and index numbers cannot be carried back in 
every instance to 1890, but I feel that it is better to make no 
comparisons of wages and prices rather than to make erroneous 
comparisons by means of a fictitiously continuous series of relative 
prices, Wages, earnings, and hours of labor. 

I sincerely hope that the proposed joint committee of the 
Economie Association and the Statistical Society, to advise with 
the statistical bureaus of the government, will be appointed. Un- 
necessary duplication of statistical work should be eliminated, and 
the statistical methods used should be standardized and made 
uniform. Especially is standardization and uniformization of 
methods needed in the different commonwealths of the United 
States. For example, the accident statistics of one state cannot at 
the present time be compared with the accident statistics of any 
other state because the statistical methods are so utterly at 
variance. 

The various statistical bureaus in the federal service are getting 
together as never before so as to avoid duplication of effort and to 
agree upon the right things to do and the right way to do them. I 
am trying to prevail upon the various state agencies to codperate 
with the Bureau of Labor Statistics and with each other in the 
gathering of statistics of accidents, unemployment, retail prices, 
wages, and hours of labor. 

It is slow and discouraging work, but great good will result, if 
we can agree upon what statistics should show and the best methods 
of showing what is wanted. The committee suggested would be of 
great service in establishing proper statistical standards, in calling 
attention to the enormous quantity of costly and useless statistical 
output, and in eliminating duplication of work and the confusing 
and costly publication of more or less contradictory statistical 
stuff by various federal and state agencies. 

Most treatises on statistics deal exclusively with statistical 
methods. Nothing is said about the data to which correct statisi- 
cal methods are to be applied. Now all experience shows that the 
principal source of error in statistical work lies in the original 
figures collected to represent wages, prices, hours of labor, etc. It 
ismuch more important that we give attention to the gathering and 
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390-99 to the last completed current year. It has been a most 


borious and tedious undertaking, but the work is now nearly 


completed. 


hat the method used in constructing index numbers is not an 
msequential matter is shown by a brief examination of the 


follow ing table 


( 


Prices of Potatoes for May, June, and July, 1913. 


May | June July 
2 3 | 4 5 6 7 
2 2 > > 2 © 2 pb, 
Firm > ¢ & 
| 
804 $0.20 100 | $0.40 200 100 | $0.30 75 | 150 
| 
808 0.17 100 0.36) 211 100 0.32 89 188 
| 
815 0.50 100 0.40 80 100 0.35 874} 70 
817 0.20; 100 | 0.20; 100 | 0.30 150} 150 
821 0.20 100 0.40} 200 100 0.35 175 
y Aggregates $1.27; 600 | $1.76) 791 500 | $1.62 489 733 
ty Relatives 100 | 100 | 139 139) 100 92, 98 | 147 


‘ity relative for July on May base by and ng 


relatives . . . 165 
ty relative for on May base computed b by gre rogateactual 


This table gives the prices of potatoes during the months of 
May, June, and July, 1913. ‘These prices have already been pub- 
shed by the Bureau of Labor Statistics. The prices were reported 
to the Bureau by five identical firms in one city,—all the identical 
firms reporting for that city for the three months, May, June, 
and July. 

In the first column is given the firm number. In the second 
column are given the money prices per peck for potatoes as re- 
ported by these five firms. In the third column the money prices 
ire reduced to percentages or relative prices, May being taken 
s the base. Of course, all relative prices for that month are 
represented by 100. In the fourth column are given the June 
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jividual firm relatives—a difference which certainly is not negli- 
gible and which is altogether due to the difference in method of 
calculating the relative prices. 

Whatever may be said of the excellences of a general relative 
price constructed by the method of averaging relative prices built 
up from different bases for the purpose of showing changes in the 

st of living, a relative price built up from actual money prices 
hows much more accurately what we want to show, namely, 

unges in the cost of living—changes in the cost of the same 
quantity of a commodity or of an unvarying market basket. 

Since 1907 the method followed by the Bureau in constructing 
relative retail prices and index numbers has been as follows: Iden- 
tical firms were compared month by month, the theory being that 
t is inaccurate to compare changes in relative prices of five firms 
nme month, eight firms the following month, and ten firms the next 
month. In this way a relative price for February would be con- 
structed on the January base by comparing the identical firms re- 
porting both for January and February. Then this February 
relative price on the January base was multiplied into the January 
relative price on the base chosen for all relative prices and index 
numbers published by the Bureau, namely, the period 1890-99. 
Next a March relative price was constructed on the February base 
by comparing the prices of identical firms reporting for these 
two months. This March relative in turn was multiplied into the 
February relative price constructed on the 1890-99 base. In this 
way only identical firms were brought into comparison month by 
month. Now this method of bringing into comparison only identi- 
eal firms is a perfectly good and accurate method, if properly 
ipplied, but applying it in this way necessitated shifting the base 
of the old index number every month. A relative price or index 
number built up by the method of averaging relative prices con- 
structed on different bases cannot be shifted without a percentage 
of error that can only be guessed at. Every time the old index was 
shifted in the way described above error was injected into the 
result, and the error was perpetuated and probably cumulated 
month by month and year by year. I will refer to this source of 
error a little later on. 

Applying the method of comparing identical firms month by 
month to the figures in the table before us, we obtain an average 
relative price of 93 for July on the June base, for the five identical 
firms reporting in both June and July. By comparing the aggre- 
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multiplying through by the relative price for the preceding month 
computed on the selected base period. If there were no other 
reason for changing the method of computation, this alone would 
seem to make the proposed change in method imperative. 

The July relative price of potatoes on the May base computed 
by the old method employed by the Bureau is 155. The relative 
ariee of potatoes for the same month on the same base computed 
2 the new method is 128. The difference is 27 points—a differ 
ae great as to shake one’s faith in relative prices and index 
numbers, if we had nothing to indicate to us whether the relative 
155 was better or worse than the relative 128. In fact, however, 
. relative computed from actual money prices does reflect as 
accurately as possible the percentage changes in the cost of a given 
commodity. The relative 128 is, therefore, more trustworthy and 
exact than the relative 155. 

In the same way a weighted index number of the family food 
budget, constructed by the use of actual money prices weighted 
according to the quantities of each commodity entering into con- 
sumption, is much more accurate and trustworthy than either an 
unweighted or a weighted index number constructed by the old 
method of averaging averages of relative prices to the fourth and 
fifth degree. 

The advantage of constructing relative prices and index num- 
bers which can be shifted to any base desired has still another im- 
portant aspect. People are curious to know the percentage of 
price change from 1912 to 1913 or from 1907 to 1913, or for 
some other recent period of time. Few are interested to know by 
how large a percentage the prices of 1913 exceed the prices of a 
period as remote as 1890-99. It is impossible by means of the old 
series of relative prices and index numbers to calculate accurately 
the percentage change in prices from 1912 to 1913. For example, 
from the Bureau’s Bulletin 140, p. 16, we learn that the relative 
prices of round steak were 174.3 and 199.5, respectively for 1912 
ind 1913. Nobody can from these figures calculate the percentage 
of change in the price of round steak from 1912 to 1913. The 
severest critics of the Bureau’s price statistics almost invariably 
calculate the percentage of change by the short and simple process 
of subtraction, contenting themselves with the misinformation that 
the price of round steak rose 25.2 per cent from 1912 to 1913. A 
more “scientific” method employed is to divide both relative prices 


through by the 1912 relative, 174.3, thereby going through the 
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hose potatoes deliberately because their prices behaved so oddly 
it just this period when new potatoes are coming in and old pota 
es are going out. The example given is extreme, but it is by no 
eans unusual, and such capricious fluctuations are repeated every 


vear for potatoes, and to a lesser extent for eggs and some other 


mmodities that are subject to rather violent price changes. No 

ubt, more startling examples could have been found by a very 

little search. These examples are cited to show typical price 

hanges in a commodity that fluctuates capriciously in price, not to 
bit the most extreme cases of such capriciousness. 

The relative price computed from aggregate actual prices cn 

ifted at will to any base without error. This is evident when 

we consider the nature of such a relative price. The June relativ: 

. $1.76 

rice computed on the May base as 100 is yoy” Shifting this 


series to the June base by dividing by the June relative price gives 
efollowing: May relative price, - ; June relative price, 100. 
76 

Individual commodity relative prices can thus be shifted to the 
hase price of any period desired without error because the relative 
prices are simple ratios of actual aggregate prices. Dividing 
rough by the relative price of any year or period merely has the 
effect of substituting the aggregate actual price for the base period 
s divisor in the formula for computing the relative price. 

By the old method of computation, errors in price data were 
t only perpetuated but cumulated by means of the vicious method 
of averaging, to the fourth and fifth degree, averages of relatives 
aleulated from different prices as bases and by the still more 
inallowable process of shifting every month the base of the 
relative prices, which could not be done without subjecting the 
relative prices to grave suspicion as a dependable means of 
representing accurately what was happening to prices. These 
inaccuracies, taken with the inflexibility of relative prices and 
indexes calculated by averaging relatives, made the changes in 
methods of calculation which have been carried out imperatively 
necessary. 


W. C. Mrrcuett: Professor Willcox remarked incidentally 
that no man is in a position to criticise the statistical work done by 
the federal government unless he knows intimately the whole set of 
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efficiently under most discouraging circumstances. These indi- 
viduals merit more honor than they will ever receive for the sacri- 
fices they have made and the service they have rendered. But their 
number is by no means adequate. The efficiency of a government 
bureau cannot be maintained indefinitely by exploiting the statis- 
tical enthusiasm or the patriotic philanthropy of its staff. 

If I am right about the chief cause of weakness in the statistical 
work done by the government, the remedy lies in the hands of 
Congress. What we may do as individuals to aid the heads of the 
statistical bureaus in securing adequate appropriations for their 
staffs is not much, but it is better than nothing. By using the 
statistics which are already being published, we can show that there 
is a public demand for work of this character. By using this 
material critically, we can show that there is need of improving 
the product now supplied. By seeking to put the blame for such 
faults as now exist upon the proper shoulders, we may perhaps 
bring home to some members of Congress the necessity of making 
better provision for the support of statistical work. If we can 
wccomplish something in this direction as individuals, we can as 
members of the American Statistical and American Economic 
Associations probably accomplish more. Accordingly, I endorse 
heartily the plan of coéperative effort which has been outlined by 
Professor Willcox. But I anticipate that his committee will find 
that the measures of greatest practical promise for improving the 
statistical work now done by the government lie along the line 
which I have suggested. 


W. S. Girrorp: I wish to speak on the subject of Some 
Present Statistical Needs and the Statistical Work of the Fed- 
eral Government. I mention present statistical needs, merely to 
remind you that it is not only possibly but probably a fact that 
the statistical needs of today differ somewhat from those of a not 
far-distant yesterday. 

My time is too limited to bring evidence to prove this point. 
but the story of changed conditions of industry and the growth 
of large undertakings in business and social fields, with the re 
sulting increased necessity for up-to-date statistics, has been so 
often told that it does not need repeating. The Federal Reserve 
Board, the new federal Trade Commission and the United States 
Commission on Industrial Relations are instances of new federal 


bodies that will have to rely largely upon statistics in their work, 


} 
nformat 


aepart 

he kent ut 
e Kep 
VISIOT 


; 
184 
rhe } 
Cl 
econo] 
nor 
iffair by n 
I e+ of ec 
q I 
he federal goy 
; © Past we 
ne sp ot 
irs r no quest 
| f t9 
7 nt +] f 4} 
it. ney 
l : would be a va 
S desired 
ich spi 
lay Vall 
f 
ready ee! i 
1 In dup y 
Ser 
port 
i DY guess, 
iec a i 
‘ompled | 
Gnd wa 
nna nv department 
totict 
wh 
ited and difficult 
er: 1A ist wr 
} 
nd wor es 
ntormat 
we 
sou vork heine dons 
+} 
At ‘ 
What ] ndex whicl 
I nvenient source f 
rep 
be 
I uld, of co irse. 
ind peri1oaica ré 
exp 
pra 


Statistical Work of the Government 185 


[ cannot pass this thought by without suggesting that a sub- 
‘ect index of statistical information available not only in the 


federal government but state, municipal and private fields, although 
‘t would be a colossal undertaking, would in its results more than 
justify its expense. 
' As I said before, many people today use statistical information 
who are not students or specialists. Now this idea presents 
another need. These are busy people in their particular work, 
whatever it may be; they look in a document for certain figures 
ind they do not always read the text which explains those figures. 
It is, therefore, important to prevent serious mistakes that all 
tabular statements of figures should be self-explanatory; that is, 
limits of the use of the figures in the table should be shown by 
either the heading of the table or a footnote. If absolutely neces- 
sary, the footnote could refer to certain pages of the text with a 
statement that the figures should not be used for any purposes 
without first having read the text. 

Again, the question of speed is important, for figures become less 
valuable for many purposes in direct proportion to the remoteness 
of the date of which they are representative. Tables first with 
only the essential text, issued promptly, and analytical analyses 
issued later might well be the standard method. 

Lastly, I would say a word about the adaptation of the kind 
of statistics prepared to the kind of statistics needed. Anything 
which can be done to further improve the direct relation between 
the men who use the statistics and the government department 
which collects them would be decidedly worth while. We are dis- 
covering every day that we want statistics of a sort which we 
have not yet gathered. It is, furthermore, possible that we are 
gathering statistics of a sort which we no longer need. If there 
were formed a standing committee or, better still, an official com- 
mission of some sort, with representatives of such associations as 
the American Economic Association and the American Statistical 
Association, together with, let us say, the American Bankers As- 
sociation, the United States Chamber of Commerce, etc., and 
representatives of the government statistical departments, it would 
be to the advantage of us all. It would provide a definite oppor- 
tunity for us to present such statistical needs as our own individual 
experience develops, to a body which would be able to take some 
practical action in the matter. 
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nd detailed, for the immediate practical purpose. It seems to 
me that it is necessary, if results are to be attained which will 
ystify the labor and expense involved, that attention shall be 
neentrated at first upon relatively few fundamental classifica- 

ns, leaving others—even the finer details of these fundamental 


lasses——to be worked out later in the natural course of develop 
vent. By this I mean that if we wait for a perfect theoretical 
stem to be devised, including all the detailed subdivisions 


a cessary to embrace the requirements for every nation, we shall 

wing to the magnitude and the diversity of purposes, methods, 
nd accounts of the various nations—postpone for years the 
eginning and final accomplishment of our desire, namely: to 
btain comparisons of governmental costs in those nations. 

On the contrary, if we are content to exhibit only large, funda 
mental functions in our first classification, we may reach important 
results almost immediately, and thereafter we may subdivide and 
reclassify these results according to the increase of our knowledge 
f the facts and as the awakening interest of the statisticians of 
the nations shall provide. 

This course was the one pursued in municipal affairs in this 
ountry. First, in 1899, one city—Newton, in Massachusetts 
idopted the so-called Uniform Classification of Municipal Expen- 
litures which had been prepared by a committee of the National 
Municipal League. As soon as the annual report of that city was 
published and it became evident that even one city had adopted 
the classification, the latter took on a practical character. Other 
ties adopted it of their own motion or under supervision of the 
League’s committee, and within two years a whole state, Ohio, had 
applied it to all her cities, eighty in number. Then New York 
adopted it in somewhat improved form and Massachusetts followed, 
:pplying the uniform classification to all her cities and to all her 
wns so far as their annual reports to the commonwealth were 
ncerned. The United States Census—Division of Wealth, Debt 
ind Taxation—took it up and soon there was developed an actual, 
workable, uniform classification of municipal expenditures and 
revenues which was applicable to any and to all cities throughout 
the country. 


Now, prior to the practical application in Newton, the National 
Municipal League had been debating the form of standard classi- 
fcation for some years, without results, for the reason that no two 
people could agree, or can agree, upon all of the elements of any 
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serious difficulty; by this I mean the higher administration, the 
“overhead” costs of national government. 

So far we have mentioned three large, fundamental functions, 
each capable of simple subdivisions of uniform and standard char- 
wcter. With these three we shall have covered much more than 
half, probably three quarters, or even more, of the total costs of 
each national government. We may well be satisfied with these 
three if it should prove impracticable to advance farther this year. 
I am convinced, however, that we shall find that we can advance 
quite a little farther almost immediately. For instance, there are 
the “public service” or “public utility” functions, such as rail- 
roads, telegraphs, telephones, mail service, and express service. 
Also there is “forest service,” and “agriculture,” as well as “com- 
merce,’ and various other functions which can be classified, in 
big subdivisions at least, and which will be fairly comparable 
among the nations. Soon, however, we should get into serious 
difficulties and would be obliged to stop, for the present. 

“To stop” reminds me that my time is expiring and therefore 
I desire to suggest to you the advisability of the appointment of a 
joint committee, such as has been outlined, to consist of, say, six 
persons, one half from each Association. This committee should 
be instructed to take hold immediately of our subject and prepare 
the fundamental classifications promptly. If such a committee 
does its work effectively, the results should be of great importance 
and the work should be a means of gratification to the members of 
both of your learned bodies in the future. 


Rocer W. Barson: As Mr. Chase has so ably suggested, some 
of us are much interested in certain plans for standardizing and 
jointly publishing certain international statistics for which states- 
men and business men are so much in need. We further believe that 
the development of the statistical work of the United States gov- 
ernment has reached a point where to longer go ahead without 
regard to what other nations are doing will mean a lot of undoing 
later. 

In view of the fact that President Koren has given me a place 
upon this program to tell about this work, I feel that the least 
I can do is to reciprocate by basing the first half of my remarks 
upon a most able paper upon the subject which he read last year 
in New York, Our argument in brief is as follows: 
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ent nations. Very important fiscal, industrial, and social move- 
ments are absolutely held up for lack of scientific and comparable 
figures on the cost of living. 

Mr. Meeker has referred this morning to the great work which 
he is doing toward “setting our own house in order”—and yet he 
is being forced to do this independent of any help from other 
nations, which makes it almost certain that some day it must all 
he done over again. The same condition of affairs exists in connec- 
tion with our figures on exports, imports, and a host of other 
subjects. Every conscientious governmental official is up against 
this same problem as is Mr. Meeker, while the bankers, manufactur- 
ers, and merchants of the country are all at sea. 

But some say: Why trouble about so-called international statis- 
ties until we get better national statistics? Why try to stand- 
ardize the statistics of the world until we standardize those 
of our own country? Why attempt to make England, Ger- 
many, and the other great nations conform to the same methods 
of compilation until we get California, Illinois, and Massachusetts 
to agree? At first thought these questions seem reasonable, but 
there are good answers to them all. First, the very time to 
standardize such statistics is before they are “perfected” in the 
different countries. 'The more incomplete they are, the easier it 
will be to induce the different nations to adopt the standardized 
forms. The longer the change is delayed, the more difficult it will 
be to get them to make the much desired changes. Secondly, 
it would be very much easier to perfect the compilation and 
methods used by the different states of our own country if we had 
some international standard to refer to. California may not 
want to change her system to please Massachusetts, nor to copy a 
standard set by Illinois, but she could be much more readily in- 
duced to adopt some international standard prescribed by an 
international commission. 

Members of the American Statistical Association and members 
of the American Economic Association: this seems like a large 
order, but the statistical work of the United States government, 
to be of real value, depends upon the placing and the filling of 
such an order. 

But since our last meeting something has happened which may 
help very much in this development, I refer to the great European 
war, which may result in some sort of a commercial alliance that 
will assure equal protection to the commerce and markets of all 
nations. 
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Durand, and Gifford have so ably referred, the statistical work of 
the United States government has now reached a point where it 
should at once seek to codperate with other governments in stand- 
ardizing the census and statistical work of all nations. 

9. That this means the formation of some sort of official inter- 
national census office entirely apart from the able work of the 
International Statistical Institute at the Hague. 

3. That the duty of the American Statistical Association, the 
second oldest statistical association in the world and the only one 


of any consequence in a now neutral nation, is to call an inter- 
national conference to consider this project. 

4. And finally that in the meantime we individual members work 
and talk in favor of this proposed commercial alliance and the 
neutrality plan of our South American brothers, for, if these are 
successful, international and national statistics will be put on a 
plane higher than we have even yet dared to hope for. 


Joun Cummines: Members of the Associations may be in- 
terested in an instance of codperative statistical work in which 
the codperating agencies included two federal bureaus, two private 
associations or foundations, and a local public agency,—these 
being the codperating agencies in a recently completed survey 
of industries and schools in the city of Richmond, Virginia. 
The report of this survey will shortly issue as an official publica- 
tion of the federal government. Specifically the codperating 
ugencies in this work were the following: 

1, The National Society for the Promotion of Industrial Edu- 
cation, which was active in organizing the survey, and assumed 
certain expenses for printing bulletins bearing upon the work, 
and for services of its office force. This society has just recently, 
some three weeks since (Dec. 9-12, 1914), held its annual con- 
vention in Richmond, practically the entire time of the conven- 
tion being devoted to a consideration of the results of the survey, 
and to the formulation of recommendations based upon the 
findings. It may be noted, as an indication of the value of such 
work, that the superintendent of the Richmond schools stated to the 
convention that the survey had outlined a program of procedure 
in industrial education providing for the development in Richmond 
during the next ten years. Incidentally he stated that the survey 
had already saved the city $250,000. 

2. The second codperating agency was the city of Richmond 
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ind that Mr. Gompers, President of the American Federation of 
Labor, also attended the convention in Richmond, and in an 
address heartily endorsed the proposed program. 


The character of the data gathered relating to occupations 
may be inferred from the charts which present in parallel columns 
, statistical analysis of some fifty-six occupations in the printing, 
building, and metal trades and in the tobacco industry. Occupa- 
tions in retail stores are included in the report, but have not 
been charted. ‘The report contains also the full analysis of 
each occupation brieflly summarized on the charts together with 
a very considerable amount of tabular matter and general text 
dealing with the industrial character of Richmond. 

The data for the charts and for the tabulation were gathered 
upon schedules and through personal interviews with employers 
and employees. 

The schedule inquiries related to such topics as hours, wages, 
seasonal fluctuation, age of entrance to trade, extent to which 
the trade could be learned in the shop, years required to learn 
the trade, age period of maximum productivity, source of labor 
supply, the demand for labor and whether the demand is increas- 
ing or decreasing in Richmond; the conditions of employment 
that involve physical or nervous strain, that stimulate or that 
narrow or restrict development, or are in other respects important 
as affecting the welfare of the worker; the requirements as re- 
gards general, trade, and technical education of the worker; the 
line of promotion in the shop; provision made in the shop for 
systematic instruction of apprentices and of journeymen; the 
common deficiencies of workers; what training the school ought 
to give the boy or girl before he or she enters the shop; what 
it ought to give for the apprentice and for the journeymen 
in the shop, by means of continuation classes,—and other facts 
of importance in constituting a statistical basis for organizing 
industrial education. 

The charts summarize briefly a portion of the data gathered 
on these schedules and from other sources. In the case of each 
occupation shown, the analysis begins with a brief description 
of the nature of the occupation itself, and continues down the 
column covering the points which have been specified. 

Consistently with the purpose of the industrial survey, that is, 
to provide a basis of statistical information relating to industrial 
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education as a national asset; just as Richmond in its industrial 
development, in competition with other cities, is interested in the 
development of practically efficient industrial education as a 
municipal asset. 


Formal codperation, such as has been outlined, between public 
and private agencies in the actual field work of statistical inquiry 
may seem somewhat inconsistent, not only with official dignity, 
but with the general principle that public agencies must not 
engage in private enterprises. This appearance of inconsistency 
arises from a failure to recognize that private associations may be 
engaged in work which is clearly affected with the public interest. 
Where this is the case codperative participation of federal bureaus 
in rendering statistical service is entirely proper as a public func- 
tion. ‘The extent to which government bureaus can codperate 
with private agencies in statistical work is obviously limited to 
such enterprises as are clearly affected with the public interest, 
and in general the possibility of codéperation is determined by 
the character of the private agencies. 

The number of responsible, permanent private foundations and 
associations which represent important social interests is very 
considerable and is increasing. These private organizations have 
risen in response to recognized social needs. Immigrants stranded 
in our large cities, for example, constitute a social problem, and a 
league for the protection of immigrants is organized. The need 
for industrial education becomes pressing and a society for the 
promotion of industrial education is organized. Conservation of 
soil, water-power, and forests is the basis of private association. 
In a word every important social need is bound sooner or later to 
become the basis of organization. Such organizations are national 
in character. They represent national interests and, when the 
purposes of these organizations are consistent with the public 
interest, codperative participation by bureaus of the federal gov- 
ermment in the work which they are doing would seem to be a 
natural procedure. 

Incidentally it may be noted that the difficulties in the way of 
such coéperation are in some respects less considerable than in the 
case of public agencies. Public agencies, state or municipal, are 
essentially local—essentially not national in character. Every pub- 
lic agency has its geographic field of operation defined in ordi- 
nances and statutes. Such agencies, moreover, operate under a 
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conditions and employments. ‘The significance of the data will 
obviously increase in proportion as the number of cities covered 
increases, and in proportion as the work is organized and con- 
jucted in accordance with some uniform scheme. Coéperation of 
the federal bureaus would seem to be an obvious way of securing 

is uniformity in method and data. 

Finally, it is of importance that the schedules used in such work 
shall be subjected to scientific criticism and that they shall be 


perfected so as to get the data which are of economic value. The 


Richmond survey is the first of its kind, and necessarily in this 
respect experimental. It is intended to serve as a type survey, 
ut even while the work was in progress, those engaged in the work 
realized that improvements could be made in the methods and in 
the schedules, and when the report issues from the Bureau of Labor 
Statistics, it is to be hoped that criticisms will be freely forthcom- 
ing from those interested to secure accurate data regarding the 
common industrial pursuits of wage earners. 


Joseph A. Hitz: I think that the movement initiated by the 
appointment of these committees on the statistical work of the 
federal government, if it is to have practical results, ought to lead 
to the institution of a federal statistical commission established 
by act of Congress, and having authority to investigate the statis- 
tical activities carried on by the different government bureaus and 
to make recommendations with a view to the better organization 
und coérdination of the work and the improvement of the product. 

The statistical work of the United States government has grown 
up ina more or less haphazard way. It is not improbable, there 
fore, that an undue amount of time and money is being expended 
on some statistical lines and not enough on others, and that some 
statistical inquiries might with advantage be curtailed and others 
expanded, or some dropped altogether and new ones initiated. 

It is not merely a question of whether each inquiry considered by 
itself is worth while, but a question of what is best worth while. It 
is the relative value of the different lines of work which must be 
considered. It is the question of efficiency, or of using to the best 
advantage the limited amount which the country as represented by 
Congress is willing to expend on statistical work. 

An investigation of this kind will take time; to be of any value 
it must be thorough, extending even to the detailed questions on 
the schedules, and must be conducted by competent men who 
should be compensated for their labors. 
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lecennial schedules have been changed radically from time to time, 
orresponding to the altering views of the various directors suc 
ceeding one another at the whim of politics. 

In connection with the forthcoming Census of Manufactures of 
1915 the present Director has applied to chambers of commerce 
ind various manufacturers’ associations to make suggestions for 
the improvement of the schedules. In this connection as a member 
f the Committee on Statistics of the Chamber of Commerce of the 
United States, I was asked to undertake the task of analyzing the 
present schedules and suggesting such changes as would make the 
census statistics of manufactures of greater practical value. In 
connection with this work I addressed specific questions to leading 
manufacturers and officers of their organizations and found the 
greatest variety of views as to the proper function of census sta 
tistics prevailing among business men. At one extreme were those 
who saw no value in government statistics and believed that if the 
census can not be abolished altogether it ought to be confined to 
ie fewest and simplest questions, while at the other end were 
some of the largest business concerns of the country and most 
representative business organizations which thought that the census 
ought to present most elaborate statistics as to every element of 
the cost of production in every industry it covers and even that 
the census ought to prescribe a uniform system of cost accounting 
for all the business concerns in the country. One of the most 
influential commercial bodies in the country thought it of the 
greatest importance for the census to present detailed classified 
wage statistics, which the census does not attempt to do at present. 

The census is not the only branch of government statistics, how- 
ever, that presents room for improvement. Dr. Durand and I, 
before we left the government service, had been engaged for som« 
time in a study of our statistics of foreign commerce, in response to 
a demand from commercial organizations that the government 
publish statistics of foreign commerce in greater detail. Before 


we proceeded very far in our study, we discovered that before 


thinking of the luxury of greater detail it would be necessary to 
insure greater accuracy in the statistics of our exports and im- 
ports on the scale on which published at present. One would 
imagine that statistics of imports, being based upon returns of 
customs officials who jealously guard the interests of the Treasury, 
would be exceptionally accurate. We found to our surprise that, 
while the aggregate value of imports was fairly accurate, that of 
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THE RELATION OF EDUCATION TO INDUSTRIAL 
EFFICIENCY: THE STUDY OF THE GENERAL 
PRINCIPLES OF ADMINISTRATION 
Epwarp D. Jones 
The University of Michigan 

The economic evolution of the United States has been, in one of 
ts ph ises, 4 process of developing inequalities of economic power. 
There has been created a hierarchy, which includes the greater 

‘tion of those engaged in gainful pursuits, and which fastens 
them together in a meshwork of relations of superior and inferior. 
This signifies that the majority have come into a position where 
ey must take orders—where the character of their lives, from 
hour to hour, is conditioned by the furniture of ideas in the minds 
f their superiors. Correspondingly, it signifies that other men have 
een delegated to carry responsibilities, and have attained to work 
which consists chiefly of discretionary functions. In short, the 
phenomenon of economic leadership has emerged, and has become 
in essential characteristic of our times. 

For one thing, the men of wealth have greatly increased in 
numbers. At first, an Astor fortune grew out of domestic com- 
erce, and a Girard estate was amassed from shipping and trading 
broad. Then, with the advent of railroads and factories, an 
ver-increasing company of preéminent ones appeared. While 
now, we refer depreciatingly to the great army of the merely rich; 

| even the frontier, which has always been relied upon as the 
safety-valve of our national economy, has become a region of 
principalities of land, timber, and coal in individual hands. So 
we are interested in the order-giving power which wealth confers. 

But the necessity to society of having its leaders made reliable 
loes not alone rest upon the fact that some of these leaders have 
ittained great wealth. Everywhere, in this day of corporations, 
the administrative relationships involved in our social process of 
production are becoming tighter and more exacting. If once, in 
war, the impromptu action of a loose body of sharp-shooters 
wailed much, if 
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And fired the shot heard ’round the world, 
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yards concentration under individualistic rules, until individual com- 
etition becomes disheartened and hopeless, is the essential form of 
economic and social process in America.’ 


Vew Demands upon Economics 


lt is as this situation has become established in reality, and 
.ppreciated by the public mind, that the universities of the coun- 
try have been called upon to give special training preparatory 
ee business life. It seems reasonable to suppose that there is a 
connection between the two things. It suggests itself that, as 
ipward climbing has become more difficult for propertyless youths, 
their parents have sought for them instruction in the nature of 
ndustrial processes so that, armed with knowledge, they might 
still rise to honor and a competency. But it seems equally proba- 
ble that the public desires changes in industry, looking to the 
equalization of opportunity, and the more widespread enjoyment 
of the rational objects of life. At all events, it is clear that society 
s groping for the fit concept of what an industrial leader should 
be, and asks the universities to assist, and to train men who, when 
responsibilities are laid upon them, will make industry more ef 
ficient, just, and enjoyable. 
Professional Courses 


The most obvious response to this demand has been a vigorous 
evolution of special courses having to do with the applications of 
physical science; with economic morphology, or the relations of 
institutions to each other; and with the measurement, adminis- 
tration, and proprietorship of values through accounting and 
finance. Leaving at one side the question of the technical equip- 
ment which these courses provide for success in business, let us 
consider them for a moment, as instruments of social progress. 

The American college student is familiar enough with general 
ethical principles, but he has doubts about their working out in 
detail. It is necessary, therefore, to descend into details, and to 
throw details into a rational order, as a science, to find out. This 
process lets in the light. ‘How many an action,” says Gomperz, 
in his Greek Thinkers, “injurious to the common welfare, would 
have been left unperformed, had not a veil of misty thought con- 
cealed from the doer of it the fact that it belonged to a class of 
tions admitted by himself to be reprehensible.”? This is particu- 

‘The Future in America: A Search after Realities. N. Y., 1906, pp. 91-92. 


‘Gomperz, T., Greek Thinkers: A History of Ancient Philosophy, London, 
1901-12. Vol. II, p. 77. 
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+ with a certain “illumination and largeness of mind,” as Henry 
Newman once said, “which belongs not to the study, but to his 
liberal education?” Or does he come inquiring how some ideal 
§ conduct, born of his cultural studies, may be realized in terms 
of modern professional life? It is greatly to be feared that the 
connection between these two departments of study is not as close 
is it should be. The cultural concepts seem, often, to remain in 
, world apart, after the fashion of romanticism—in a world of 
fancy, or of the past—and not to get carried over as influences 
nto the domain of the personal ambitions, and so to become ef- 
fective upon conduct. In so far as this is the case, it is a defect 
‘alling for the construction of a bridging subject, to elucidate the 


ignificance of past cultural enthusiasms for present men of action. 


ourses in Distribution 

But there remain the regular courses in economics to take into 
wcount. These are the transitional subjects which now serve to 
connect the general and special courses. Do they bind the stu- 
dent’s culture and his technique firmly together, and give him a 
consistent point of view, and the one likely to be the most valuable 
for this generation of leaders of industry? To the economist, the 
great affair in which society is involved seems to be, as for the 
labor leader, pretty exclusively a matter of the distribution of 
wealth, and of its control in the interest of a leveling process. 

To discuss distribution comes very naturally to economists, for 
economics has usually dismissed the productive process summarily, 
with a few much-worn remarks on the division of labor, the rise of 
capital out of saving, and large-scale production, leaving the 
impression that the significance of the process lies practically in 
one thing only, namely, in the want-satisfying power of the pro 
duct. It has then turned with relish to the detailed examination 
of the mass movements, and the general balancing processes, which 
determine the division of the product into rent, wages, interest, 


and profits. And so our science seems to rush eagerly on to reach 
the question, ““What is there in it for me?” which it asks, chiefly, 
of a complex of impersonal forces, over which individual will has 
little control. 

When a person asks this question, “What is there in it for me?” 
what inference do we draw? Do we not assume that the process, 
with its possible perfection, is overlooked, and that the interest has 


*The Idea of a University, Discourse VII, 6. 
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nother point of view needed? Is there not an element of 
strial leadership which has been neglected? It seems to me 

t, by reason of recent developments in psychology, hygiene, 
cs, et cetera, we have all become sensible that there is required 

ral readjustment of the methods of handling men in industry, 

harmonize with the requirements of human nature. 
What is Industry? 

What is industry? It is more than a division of labor, or a use 
‘capital, or a production of goods, or a distribution of profits. 
It is an art of life: its inevitable product some sort of character. 
It is a daily relation of human beings, who are richly endowed with 
sensibilities, and who possess a pathetic capacity for indifference, 
ortsightedness, and brutality; and for enthusiasm, loyalty, and 
sacrifice. An industrial establishment should be a company of 
brothers banded together for mutual aid and the public good, and 
sustaining each other with sympathy in a process of self-ex 
pression. The most significant thing about industry is that it is 
. process of dealing with human nature. For men of talent it is 
hiefly an opportunity for leadership. 

What the military leader was in the days of constant war, and 
statesman was in the period of the formation of great states, 
industrial executive is in this commercial age. He is the lead 

ng exponent of organized action in the world. Carlyle, familiar 
th the history of captains of war, called our industrial leaders 
‘aptains of Industry, and said of them, “The leaders of industry, 
ndustry is ever to be led, are virtually the captains of the 
world; if there be no nobleness in them, there will never be an 
iristocracy more.’”® 

So a new power has appeared. The community has turned to 

the universities to assist in making sure that the administrators 
f it shall be enlightened, but more than technically enlightened, 
shall be humanized. What then can the life, itself, in industry, be 
made through the best leadership? What sort of a Shepherd of 
his People, to use Homer’s phrase for Agamemnon, do we want 
the future business administrator to be? 


Necessity of the Study of Leadership 


Is there anything more natural and reasonable, as an answer 
o this question, than the suggestion that we endeavor to discover 


+ 


"Past and Present, Bk. IV, Ch. IV. 


Wis 
But, problems of the present: 
p of the present soe 
ere 1s has been 
fas, ly conceded, 
he first generatio 
ten. Conceived 


the history of 


industry, TT} 


appli phys 

tical action is 1 

se that normal 

Dror ptly evaluated 

be pertinent 
f values; sucl 


But thes 
tudy of busines 


aly I 


Hers the subjec 
n ag 
| trator in whatever spher 
rstand W judiciously 
| angerous failure is 
pre st same human defects 
a he places reliance or 
, a stability of characte: 


n Detween Socrates and 


+e 
| 4 
> (Nat we brine 
‘ ‘ 
ime, we ne nat 
SLOTY of 
iry 
f 
i] 
or } wal 
nized 
— ey 
wu let 
1] 
Will Serve fo | 
tress cert un 
nro «ct ul 
ifferent f 
fe 
nno 
4 re are diftere; 
In war} 
I ne jaws 
: | 
by 


Education and Industrial Efficiency 217 


, disappointed candidate for military office, in which Socrates 
pointed out that the qualities essential to good generalship are 
i ployed by the merchant who is able to collect a stock of goods, 
by the leader of a chorus who finds competent teachers, and by 
the manager of a household who successfully governs the move- 
ments of a body of workmen and slaves. At the conclusion of the 
liscussion Socrates pointed out that there was in all these matters 


centra! art of managing men. He said: 


[he conduct of private affairs differs from that of public concerns 
only in magnitude; in other respects they are similar, but what is most 
to be observed is that neither of them is managed without men, and 

t private matters are not managed by one species of men, and public 
matters by another; for those who conduct public business make use 
f men not at all differing in nature from those whom the managers 
f private affairs employ; and those who know how to employ them 
conduct either public or private affairs judiciously, while those who 
do not know will err in the management of both.'® 


{dministration as a Theme in Culture Courses 

It may still be objected that it is unnecessary to make a special 
fort to analyze the relationships involved in joint action, for the 
benefit of the industrial leader, since it is the object of courses in 
literature and history to deal with the most inspiring manifesta- 
tions of human faculty, by virtue of which we call them humanities. 
[ should be very happy to think that the stirring story of leader 
ship was not being hidden from the student’s attention by philol- 
gy and archaeology and literary criticism and the treatment of 
istory as a commentary on theories of sovereignty and other 
ntervening viewpoints. But I fear that this story is not being 
made a transforming power in the minds of present college men. 

But even if teachers of business administration have the good 
fortune to work in harmony with the humanities, they are, never- 
theless, in a position to perform a particular function. They can 
give a special point to the history of joint action. They can 
deduce rules of administration, and present them as matters ap- 


plicable to the present-day business executive. Furthermore, they 
have the opportunity to deduce the best methods and reveal the 
most inspiring aims, and yet remain entirely free from suspicion 
of cant or professional bias. It will be recognized that they are 
not obliged to point a moral, as teachers of ethics, nor magnify 
an historical character, as a specialist on some historical period 


* Memorabilia, (J. S. Watson), Bk. III, Ch. IV. 
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will provide the picture of scattered energies. On compromise and 
the middle course Sir Henry Savile can teach us; while Chatham 

serve as an illustration of a statesman ready for extreme 
measures. In Robert E. Lee we may observe the function of re- 
ligious faith in easing the mind of anxiety, after duty is per- 
formed. Efficiency in defeat may be illustrated by Wolsey’s 
extraordinary fertility of invention, Richelieu’s power of making 
the most of all circumstances, Mazarin’s cool objective temper, 
and Beaconsfield’s courage. 

If we wish to study the talents which reveal themselves in speed 
of execution, there is the story of Sir Henry Vane’s construction 
of the English navy under Cromwell, while the philosophy of 
judicious delays extends from Fabian to Joffrey. On the choice 
of men Cromwell gives us the grand test of moral force, saying, 
“I raised such men as had the fear of God before them, and made 
some conscience of what they did, and from that day forward, 
I must say to you, they were never beaten. . . . And truly this 
is matter of praise to God, and it hath some instruction in it, to 
own men who are religious and godly.” 

If we would learn how proper limits may be set to effort, there 
is the history of Frederick the Great, who never overreached him- 
self, while, contrariwise, in the policy of Laud and Strafford, 
denominated by the word “thorough,” and in the answering “root 
und branch” of the Parliamentary leaders, we may observe the 


stern virtue of avoiding half measures overstepping practical 
limits. 


In Wellington’s career we may trace, working together with 
immense capacity and devotion, the results of aloofness, and indis- 
criminate praise and blame, and finally, in his political life, intol- 
erance; while Julius Caesar, that predecessor whom he resembled 
in arms, challenges our admiration for his art of making common 
cause with his men, his astonishing power of searching out and 
rewarding those who deserved praise, and his leniency where the 
motives of his opponents were honorable. 


The Study of Principles 


The advantage of arranging material for the student, with the 
chief object of bringing out the principles of joint action, is that 
with such a plan the way is opened for the introduction of pre- 
cepts from the wisdom literature, gems of advice from the maxim 
writers, the discussions of strategy, the rules of investigation 
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ticus, “Only power reveals the man”; an idea more explicitly 
expounded by Louis XIV to his son, when he said, “The higher the 
position, the more it has objects that cannot be seen or known until 
we occupy it.” Again, there is a connection between preliminary 
preparation, with its tendency toward a fixed objective, and the 
disregard of small incidental successes. The value of the latter 
Sir Walter Raleigh, having in mind the uncertainties of fortune, 
emphasized. In yet another direction preliminary preparation 
bears upon the policy of seizing the initiative, for it has been well 
said that one can only plan specifically for what he himself 
nitiates. 

When we have as great a respect for human nature as for the 
nature of machines, and the value of products, we shall want the 
.dministrator to understand the character of attention and the 
significance of pleasure in work. If the time ever comes when what 
is now accepted as established in psychology, concerning the condi- 
tions under which human talents find efficient expression, becomes 
cepted in industry there will be a great revolution. The nature 


f 


f many tasks will be changed, and the method of presenting tasks 


will be changed. The waste of monotony and the debilitating effect 
f divided attention is well understood in education. So also is the 
significance upon conduct of a deep-seated sense of injustice, 
nderstood in penology. 


We call this the age of competition, but do we realize what can 

achieved through the instinct to excel? The Athenians had 
ompetitions between potters and painters and sculptors, and 
ithletes and dancers and choruses, and rhetoricians and dra- 
matists ;"* and by this means they gave themselves an amazing 
variety of interests and sources of pleasure. 

The fascination of junctures of socialized achievement’ for 
the human mind, and the energy developed by the anticipation 
ind recollection of them, is annually illustrated on the college 
football field. There is no doubt but that two of the most sugges- 
tive forms of human activity which industrial leaders can now study 
*See W. S. Ferguson, Greek Imperialism, pp. 58-60. 

““The highest efficiency, whether in industries, or in the pursuit of knowl- 
edge and truth, must always be the result, not of utilitarian motives or routine 


processes, but of gregarious idealism and human passions.”—Pres.-Emeritus 
Chas. W. Eliot, The Independent, Nov. 13, 1914. 
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s, then, a calculus of moral sentiments intimately interlaced with 
il] economic study. President-Emeritus Eliot has said, 

The real motive power in every human life, and in all national life, 
is sentiment; and the highest efficiency cannot be produced in any 
human being unless his whole character and his whole activity be 
dominated by some sentiment or passion."’ 

Likewise William James says, 

There is something which can make you efficient in spite of your 
trustworthy memory and your wandering mind, and that something 
s passion for your work."* 

In accord with this Mr. Maude, an English military expert, says, 


The man who would fit himself for the highest commands in war, 
r even for the criticism of those who exercise them, must never for 
me moment forget that the momentary spirit of the mass he directs 
s the fundamental condition of the success of every movement. Just 
1s there is no movement so simple that its success may not be jeopard- 
zed by ill-will and despondency in execution, there is hardly any 
limit to what willing men can achieve.*® 

The conclusions here quoted are very similar to those at which 
the leaders of scientific management have arrived. 

Time fails to speak of understudies, and of the arrangement of 
men in promotion chains, of cabinets and committees, of the 
means of giving to policy proper flexibility, of the function of 
ompromise, of the many fine rules of diplomacy, and of the 
lemocratic theory that those pleasures are greatest which are 
shared. 
jterature, 

The literature of administration, considering the sense in which 
idministration is here used, is extensive. First of all, there is 
biography, infinite in amount, from ancient Plutarch?® to modern 
Bradford,** writing of Lee, the American, and varying in quality 


from the stern stuff which came from under the heavy hand of 


Carlyle,** to the light workmanship of La Bruyére?* and Sainte- 
‘Eliot, C., Education for Efficiency and the New Definition of the Cultured 
Man. N. Y., 1909, p. 27. 

‘James, Wm., Habit, N. Y., 1914. 

"Maude, F. N., Article “Strategy,” Encyc. Brit., 11th Ed. 

” Lives, Boston, 1902; Political Precepts, Boston, 1906. 

Bradford, G., Lee, the American, Boston, 1912. 

Especially, “History of Frederick II of Prussia”; and “On Heroes.” See 
Works, Centenary Edition. 30 Vols., N. Y., 1896-1901. 

*La Bruyére, Jean de, The Morals and Manners of the XVII Century; 
Being the Characters of La Bruyére. Trans. by Helen Stott, London, 1890, 
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penetrating mind with the explanations of Morley,*’ Villari,** 
ind Lord Acton.*® 

Military science deserves careful attention, for it is, at present, 
the most highly developed branch of administration, with the pos- 
sible exception of political science. It differs from the latter in 
that little sacrifice of efficiency has been tolerated for the sake of 
democratic distribution of power. The emphasis which this litera 
ture places on the rugged virtues imparts to it something of the 
strength of soul of the classics. The great work in this field is 
that of General Karl von Clausewitz, the Father of German 
Strategy. It bears the simple title On War.*° The writings 
of the officers of the general staffs*' of Germany, England, and 
France constitute a reliable body of professional treatises, the 
general tone of which is surprisingly broad and philosophical. 


To offset the influence of studies in strategy, the student may 


turn to the literature of art, especially of that portion of it which 
considers art as,a phase of self-expression, and as a source of 
pleasure in work. Here two names suggest themselves to us at 
once: John Ruskin** and William Morris.** 

It is, of course, unnecessary to make particular reference to the 
literature of personal efficiency, psychology, and scientific manage- 
ment. 


Conclusion. 

The project, then, which I would urge upon teachers of econom- 
ics and business administration, in our colleges and universities, is 
to regard the business leader not merely as a ruler of matter and 
force, or as a calculator of value relations, but as a leader of his 


‘Morley, J., Machiavelli, London, 1897. 

*Villari, P., Life and Times of Niccolo Machiavelli, Trans. by Linda Villari, 
N. Y., 1898. 

* Acton, Lord (J. E. E. Dalberg), Introduction to L. A. Burd’s Edition of 
Il Principe, Oxford, 1891. Mr. Burd’s Introduction may also be read with 
profit, as well as his chapter (VI), “Florence II, Machiavelli,” in Vol. I, of 
The Cambridge Modern History, Cambridge (Eng.), 1902. 

“von Clausewitz, Gen. Karl, On War. Trans. by Col. J. J. Graham, 3 Vols., 
London. 1908. 

“See the works of F. N. Maude, S. F. R. Henderson, and S. Wilkinson. 
Translations may be had of certain works of Freiherr C. von der Goltz, Lieut.- 
Gen. R. von Caemmerer, Gen. H. K. C. von Schellendorff, and of Col. Vachee. 

“Ruskin, J., Stones of Venice, N. Y., 1897, especially Ch. VI, “On the Na- 
ture of Gothic.” 

“Morris, Wm., Hopes and Fears for Art, N. Y., 1901. Signs of Change, 
N. Y., 1903, 
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EDUCATION AND INDUSTRIAL EFFICIENCY— 
DISCUSSION 


H. L. Ganrr: Professor Jones’s paper is of extreme impor- 
tance, because (1) he has demonstrated the fact that such general 
principles exist ; (2) he has emphasized the great importance of in- 
lystrial leadership, a subject that has never publicly received the 
attention which it deserves ; (3) he has urged teachers of economics 
ind business administration to regard the industrial manager not 
only as a ruler of matter and force, but as a leader of men. I shall 
discuss these three points in order: 

1. General Principles.—He has made it perfectly clear that as 
il] “administration” means directing the activities of men, the par- 
ticular kind of activity is incidental, and subject to general laws. 
This being true, attention must be fixed primarily not on results 
but on methods which produce results. 

To be sure, many of our most wealthy and hence powerful men 
of today have to a large extent ignored methods, demanding only 
results. Their success in accumulating wealth has been due in many 
cases not to proper methods, but has been achieved in spite of 
improper ones. In most cases they have not been so much pro- 
ducers of wealth as harvesters either of the wealth produced by oth- 
ers or of that wealth which but a few short years ago was, in this 
country, to be had for the taking. 

This condition, however, is rapidly passing, for the amount of 
unappropriated wealth is fast decreasing, and the tendency of 
modern legislation is to secure to the individual the fruits of his 
own labor. Under such conditions it is to be expected that the 
direction of our affairs will gradually pass into the hands of those 
who most carefully conform to the correct principles of adminis- 
tration. 

It thus becomes apparent that in the long run the material pro- 
ducts of our industries are not so important as the human product. 
for from this product will arise not only our most valuable citizens, 
but many of our future leaders, who in turn will make industries. 

2. Leadership.—The importance of leadership has been given 
all too little attention in the past, apparently for the reason that 
accidental conditions have in many cases been quite as effective in 
securing wealth as has leadership. Such opportunities, however. 
are no longer numerous, especially in our industries, and a study of 
industrial leadership is forcing itself upon us. 
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leadership. There is a general feeling, however, that because our 
industries have in the past been directed in an autocratic manner, 
autocracy will continue to be the rule, and that there is apparently 
no escape from it. This feeling seems to be quite widespread and to 
be substantiated by the marvelous industrial development of Ger- 
many under autocratic rule. While it is possible that autocracy 
in industry is the final stage, I do not think the case is by any 
means proven. Has not the development of industrial or- 
ganization been in a large measure parallel to the development of 
political organization? In both we had individualism, then 
paternalism, and then tribalism, or something approximating it; 
next we had autocracy. In our political organization we have 
passed one step beyond—we, in this country, believe in democracy 

and the great struggle now going on in Europe is largely a 
question as to whether democracy or autocracy shall be the final 
phase in the old world. 


The marvelous efficiency of Germany as an industrial and mil- 
itary nation has claimed the attention of the whole world; but we 
must realize that Germany is the only nation which has made any 


serious attempt at national organization of industry. When, there- 
fore, we compare the industrial organization of Germany with 
the industrial conditions of any other country, we are not com- 
paring one organization with another, but a highly perfected 
organization with lack of organization. 

In the summer of 1913 three hundred members of the American 
Society of Mechanical Engineers visited Germany at the invita- 
tion of the Verein Deutsche Ingenieure. We spent three weeks 
touring the country and visited most of their great cities, where 
we were entertained with the greatest possible hospitality and had 
thrown open to us many of their most successful industrial plants. 

We were much impressed with what we saw, and the universal 
prevalence of system and order elicited our unbounded admira- 
tion. When, however, we came to the consideration of the indus- 
trial plants as units, we were in almost entire accord that, with 
the exception of a few industries, plant for plant, America had 
nothing to fear from Germany. This leads us, therefore, to ask 
if autocracy in industry is not just as much a phase in industrial 
development as we in this country consider it to be in political 
development. 

As a matter of fact, during the past ten years it has been my 
effort to introduce methods of equal opportunity into industry and 
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tcolf, that they may become the real industrial leaders of the 
future. 

In conclusion, I may add there is another similarity between 
war and industry in the manner in which those responsible for 
syecess are most often hampered. Just as, in war, nobody denies 
that the military arm must be subordinate to the aims of diplo- 

icy, so, in industry, the factory manager must serve the needs 
the financier; but as, in war, it is a great mistake for the 
liplomat to undertake the control of the armies in the field, so, 
n industry, it often produces most detrimental results when the 
financier undertakes to usurp the duties of the manager. It is 
my belief that much of our inefficiency and many of our most 


serious industrial troubles are due to this very thing. 


It is a well known fact that men who have power feel too fre- 
quently that they should themselves exercise it, not recognizing 
their lack of knowledge. We should, however, not be too critical 
f such people, for it took as great a man as Abraham Lincoln 
early three years to realize that a trained soldier could handle the 
mies of the United States more effectively than he could. 


Isaac A. Loos:! 


When I first saw Professor Jones’s paper, en- 
titled “The Study of the General Principles of Administration,” 
I was gratified, because its title seemed to me promise of a recog- 
nition of administration as a branch of economic science in Ger- 
nan fashion. Die Verwaltungslehre is as much a branch of econ- 
mic science as is Finanzwissenschaft. 

But on reading through the paper I have not found any attempt 
to relate administration systematically, or even consciously, to 
economics. I believe, however, that we must regard administra- 
tion as a branch of economic science just as we usually regard 
finance as a branch of economics. We should, morever, make the 
twofold distinction between administration as public and private, 
just as we distinguish between public finance and private finance. 
The great principles underlying public and private finance on the 
one hand, and public and private administration on the other 
hand, are the same in each case. When public officers get too 
far away from those common principles underlying both public 
ind private finance and administration, signs of corruption or 
perversion of the functions of public office appear; political incom- 
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nd ethical factors of efficiency have been least developed and are 
st studied and understood. Here Professor Jones places so 
ach stress on the mental factors of business administration that 
whether we are in psychology or economics. Again, I am 
tempted to ask whether this paper is a study of ethics. Sciences, 
+) be sure, must borrow from each other. What are the rules 
it will guide the administrator in the successful conduct of 
; business? My contention here is that we must derive our 


psychological and ethical guiding principles not only from psy- 


hology and ethics, but also from economics and sociology, which 
we themselves products in large measure of psychical and of 
thical analysis. 

8. What Professor Jones calls the literature of administration 
| would cut down by a large common fraction, and select one of 
. low denomination, thus making a large cut. The literature of 
uiministration as revealing the basis of efficiency remains largely 
vet to be written. 

I would venture to urge that in seeking the bases of efficiency 
we must add to the physical factors which give us the mechanics 


of administration a study of the mental and moral factors which 
will give us the dynamics of administration. And in this search 
for the bases of efficiency, I would insist on the necessity of two 
side studies, two corrective disciplines,—methods we should per- 
haps call them rather than sciences. Logical methods we must 
regard as themselves parts of every concrete science. These two 
methods or disciplines which can not be ignored or dispensed 
with in any thoroughgoing system of administration are (1) ac- 
countancy or accounting, (2) statistics. What is usually de- 
scribed as cost accounting would generally be more accurately 
described as managerial statistics. 

Let me close with four general observations: (1) The contrasts 
between military organization and industrial organization are 
many and striking. (2) Principles derived from military or- 
ganization must be greatly modified before they can be applied 
to industrial organization. (3) Leadership must be distin- 
guished from administration both in war and in business. (4) I 
would consider business administration generic; business manage- 
ment, cost accounting, managerial statistics, salesmanship, and 
other subdivisions as details or branches of business adminis- 
tration. 
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needs courageous correction. Income taxes should not be levied 
upon the poor— but they should be levied upon all the rich, that 
is, upon everyone with income exceeding the amount required by 
the American standard of living. An income tax falling on all 
the rich, so defined, would be the most potent instrument pro- 
curable for inspiring and maintaining an effective interest in 
the conduct of government. An income tax confined to a fraction 


of one per cent of the population promotes class conflict, public 


extravagance, and a needlessly complex method of tax administra- 
tion. Professor Bullock estimates that it has cost (to private 
corporations) from 30 to 40 per cent to collect the bond interest 
withheld at the source under the federal income tax. This and 
similar administrative complexities would disappear if the tax 
ipplied to a larger group of voters. 

2. Reducing Swollen Fortunes.—Notwithstanding its class 
restrictions the income tax is a feeble instrument with which in 
, positive and effective way to reduce swollen incomes or for- 
tunes. ‘To enforce a progressive income tax the codperation of 
the taxpayer must be secured. But to secure his codperation the 
rates must be fair and reasonable. Morever, they must impress 
. majority of the taxpayers as fair and reasonable. The upper 
limit of enforceable rates is about 10 per cent, and such a rate 
is not sufficient to reduce swollen fortunes. If swollen fortunes 
ire bad, they should be attacked directly and the cause removed. 
To let them accumulate and then tax them 10 per cent smacks of 
hypocrisy, and the attempt to make the income tax do the work 
of social reform is apt to spoil the income tax. Its virtues are 
fiscal. It is at its best as a substitute for taxes which exercise a 
positively deleterious effect upon the distribution of wealth. 

3. As a Substitute for Personal Property Tazes, Particularly 
on Business Enterprises.—The income tax of England and Amer- 
ica is largely a business tax. In the writer’s opinion the income 
tax could perform its best service as a substitute for the personal 
property tax as applied to business enterprise. The loss in modern 
business is enormous, the necessary hazards are great, and a 
strikingly large proportion of concerns in some lines (for example, 
water powers, development companies, and the like) constantly 
totter on the brink of bankruptcy. To all such marginal enter- 
prises the property tax is remorseless. It falls on property as 
much whether it is productive or unproductive, whether it is owned 
free or heavily encumbered, whether it is part of a praiseworthy 
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gether unfortunate. But with respect to business enterprise it 
needs to be softened by increasing emphasis upon ability to pay. 
is a growing feeling among the operators and owners of 
utilities that government ownership and operation are 


This feeling or movement is measurably stimulated 


y the rigors of the property tax. The railroads of this country, 


for instance, are at present paying over 16 per cent of their net 

unings in taxes, and in some states the proportion exceeds 20 
percent. If our tax system gave greater scope to the net income 
principle, it would materially enhance the chances of private 
wnership and operation. ‘The income tax works for the reten 
tion of private management; it makes the state, not a preferred 
reditor, and not the sole owner, but a full fledged and sympa- 
thetic partner in private industry. 


Ill. THe Facrors or Propvuction 


1. Rent and the Landlord.—The income tax takes a smaller 
share of rent and is easier on the landlord than the property tax, 
because unproductive land does not pay an income tax, because 
the property tax rests upon present value of anticipated rents or 
earnings, much of which never materializes, and because the rev 
enue from the income tax tends in a measure to reduce the rate 
f{ property taxation. Morever, the largest landlord class in 
America—the farmers—escape the income tax by reason of the 
exemptions. In Wisconsin, with exemptions which average $1228, 
less than 5 per cent of the farmers were assessed for income tax and 
the tax on this class averages only $7.66. Where the income tax 
reduces the property tax, or prevents increase in its rate, real 
estate investors are pro tanto beneficiaries of the income tax. 

2. Labor and Wages.—Less than one half of one per cent of 
the laborers of Wisconsin were assessed for income tax in 1914, 
ind the tax upon those assessed averaged only $2.91. The 
laborer, therefore, is less adversely affected by the income tax than 
by the property tax or by customs and internal revenue duties. 
Where, as in Wisconsin, the income tax is introduced as a sub- 
stitute for the taxes on household furniture and allied forms of 
personal property, the income tax may positively benefit the 
laborer. With professional and salaried men, however, the reverse 
is true. Speaking generally, they are called upon to make a sub- 
stantial contribution under the income tax, whereas they are often 
exempt, or practically so, under the property tax. In Wisconsin 
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pend upon the proportion of savings to unnecessary expenditures. 

If the rich taxpayer uses 20 per cent of his income for neces- 
saries, 60 per cent for conveniences, luxuries, and vices, and 20 
per cent for savings, then it seems to me likely in the long run 
that any tax will come one fourth from savings and three fourths 
‘om expenditures for conveniences, luxuries, and vices. At any 

I can think of no more reasonable hypothesis. 

If the income tax is introduced as a substitute for other taxes 
weighing more heavily on the poor, it seems inevitable in the long 
run that a share of this exemption will go to swell the savings of 
the poor. Suppose, for instance, that a typical taxpayer who is 
so relieved has been spending 80 per cent for necessaries, 15 per 
ent for conveniences, luxuries, and vices, and 5 per cent for sav- 
ings. Such a taxpayer in the long run may reasonably be expected 
to use any increase in income one fourth for savings and three 
fourths for additional conveniences, luxuries, and vices. Other 
things being equal, it is the quantitative relation between saving 
und unnecessary expenditure which counts. If the rich save 20 
oer cent of their incomes and spend 60 per cent for unnecessaries, 
then the ratio of saving to the elastic part of the whole income 
s the same as in the case of the poor, who spend 15 per cent of 
their incomes for unnecessaries and save 5 per cent. A priori a 
strong case could be made for believing that the relief to the poor 
swells the capital fund as much as the draft upon the rich re- 


luces it, or at least that the former effect is more nearly compen- 
satory than has been supposed. In this connection three things 
must be remembered: The very poor do not pay direct taxes. In- 
creased taxation of the rich, therefore, frequently relieves a middle 
lass of relatively thrifty habits, who do a large amount of saving. 


Secondly, the relinquished saving of one very rich man makes 
possible an additional saving on the part of hundreds, perhaps 
thousands, of poor men and women. From the psychological and 
moral aspect the wider encouragement to the poor more than 
counterbalances the more restricted damage to the rich. Finally, 
the effect of the public expenditures on increasing the demand for 
labor and improving the status of the poor, must be taken into 
iccount. 

3. Intra-Business Saving.—A large part of the annual harvest 
of thrift, perhaps the largest part, consists of profits earned by 
business concerns and turned immediately back into the business 
or reinvested in related kinds of productive activity. The income 
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n of the ordinary income, and consequently that the inheritance 
< does trench more heavily on capital than many other taxes. 
{merican inheritance tax is now so light, however, and there is 
uch room for harmless expansion, that this characteristic of 
e tax gives no ground for immediate anxiety. If it ever creates 
. real danger, the danger may be met by using the proceeds of the 
heritance tax to pay off public debts—as suggested by Mill 
to create a public investment fund—as suggested by Professor 
\lvin S. Johnson,' or to do both. Wisconsin has a fund amount 
ng to about $7,000,000, which is loaned to the minor political 
subdivisions of the state. Interest and principal are automat 
ily extinguished by annual payments collected along with the 
rdinary state and county taxes. School districts, small towns 
nd cities, which might otherwise find it expensive and troublesome 
to borrow at fair rates, find in the state a fair and ready lender; 
but most important of all, the principal of the debt is unfailingly 
wutomatically extinguished. 
t. As a Reducer of Swollen Fortunes.—Can the inheritance tax 
it highly progressive rates, be used to break up large fortunes? 


[ think not. Legally speaking, the federal government can use 


is measure only as a tax, that is, the rates (particuarly if pro- 
gressive) must be reasonable judged by tax standards. The states. 

the other hand, are held in check by the fact that Rhode Island 

1 a half dozen other jurisdictions do not use the inheritance 

If the legislatures of other states enacted tax laws with rates 

25 or 30 per cent on large bequests, the rich would 

to Newport and other havens of refuge. A few states like 

Rhode Island could, and probably would, coerce the rest to 

idopt a moderate policy of inheritance taxation. Inheritancs 

tax rates are now too low in this country on large inheritances. 

They should be increased. But time and experience will probably 

prove that 10 or 12 per cent is the highest average rate, even 

on very large fortunes, which can be successfully imposed in any 
future period with which we need concern ourselves at this time. 

5. The Present Danger.—The natural development of the in- 
heritance tax is now being prevented by multiple taxation upon se- 
curities. Most of the harm that radical rates could do is being 
lone, although corresponding revenues are not being derived. 
Some states tax securities at the domicile of the decedent, some 
in the state where the corporation is incorporated, some where the 
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If swollen fortunes are evil, let us not beguile our common sense 
hy indirection. Let us go after them with something better than 
. lath painted to look like iron. 


VI. Conctusions 

Carefully formulated and efficiently administered income and 
heritance taxes do equalize the distribution of wealth and do not, 
n appre ciable degree, set into motion any subtle, subterranean, 

or remote economic forces of an objectionable kind, such as the 
professional economist so dearly and so properly loves to analyze 
ind evaluate. Both are better taxes than instruments of social 
reform. Their virtues are chiefly fiscal and so far as the distribu- 
tion of wealth is concerned, negative: their greatest merit is that 
they can be made to yield a large revenue without adversely affect- 
¢ the distribution of wealth. As a substitute for certain customs, 
nternal revenue, personal property and gross receipt taxes, both 
could be wisely and widely extended at the present time. Whether 
they could be wisely extended as additional taxes depends alto- 
gether upon the efficiency of government and the use to be made 

f the new revenues which they would yield. Here, in the field 
of public expenditure, is the crucial test of each proposed new 
tax. For a wasteful and inefficient government no new tax is a 
good tax. Such a government should be forced by the very 
pressure and desire for new public service, to eliminate waste and 
ring out the old as it rings in the new—without enlarging the bud- 
get. The very best source of revenue is scientific saving. 

With governmental waste eliminated so far as humanly possible, 
the ultimate problem expresses itself as a contest between public 
ind private enterprise, a comparison between the marginal ac- 
tivities of government and private business. The captains of 
private industry have given us in the last few years the wireless 
telegraph, the automobile, Rockefeller Research, and the New 
Haven scandal. The statesmen have brought us the Panama 
anal, the reserve bank, the parcel post, and the European war. 
Which serves most, statesman or industrial captain? Towards the 
great stream of income and particularly towards the part diverted 
for future production, both statesman and industrial captain 
stretch eager hands. Let him have it who can use it best. Neither, 
in America, may ask with divine right. Neither is sacred—or both 
are sacred. Private and public: I recognize no hostility and no 
essential difference. Both are parts of one great social unit. 
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PUBLIC REGULATION OF RAILWAY WAGES 


By Frank Haicu Dixon 
Dartmouth College 


“The food and clothing of our people, the industries and the 
eral welfare of the nation, cannot be permitted to depend upon 
policies and the dictates of any particular group of men, 

hether employers or employees, nor upon the determination of 
. group of employers and employees combined. The public util- 
ties of the nation are of such fundamental importance to the 
whole people that their operation must not be interrupted, and 
means must be worked out which will guarantee this result.” 

These concluding words of the arbitrators in the dispute between 
locomotive engineers and the railways in 1912 give warning of 

situation to which the public has been singularly indifferent. 
\djustment of working conditions has been considered a matter 
ff private concern affecting only employer and employed. Yet 
the railway provides a service which is a necessity of the entire 
people, and the interruption of this service is a national calamity. 
Wage increases in this industry are usually sooner or later shifted 
to the shoulders of the people at large in the form of increased 
rates. The public’s interest in railway labor controversies is 
supreme and should assert itself far more effectively than it has 
thus far in the consideration or adoption of any plans for wage 
regulation. 

There are today on the payrolls of the railways of the United 
States, nearly two million men, who receive in wages annually a 
billion four hundred million dollars. Forty-five per cent of the 
ss revenues of the carriers is paid out again in wages; and 
the total expense of operating all the railways in the country, 
nearly 65 per cent is chargeable to labor. 


This great body of wage earners is by no means homogeneous. 
Its membership ranges all the way from the alert, intelligent, well- 
paid engineer down to the shifting class of day laborers engaged 
in track work. Neither are all classes organized to the same de- 
gree of efficiency and power. The bargaining strength of the 
great mass of track workers amounts to little. They have no fixed 
habitation, but assemble when work offers and disappear when the 
year’s repairs are complete. Above these, but below the top, is a 

nsiderable group of occupations with organizations that are gen- 
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f making a non-union man realize that he is an “outsider” other 
han those laid down in the constitution and by-laws. All of them 
have extended their jurisdiction throughout the country, and none 
f them has any rival of any considerable strength outside the 
ttherhoods themselves. The first three contain a large propor- 
tion of the eligible men and the fourth about 65 per cent of the 
mployees in its field. 
The principal point of contact between these several brother- 
js and their employers is made through the labor contract, or 
hat is commonly known as the schedule. In the early days of 
-ailway operation and for several decades thereafter rates of pay 
nd working conditions on each railway and even on separate 
livisions of the same railway were whatever the managers chose to 
nake them. Attempts at collective bargaining almost always failed. 
It was the engineers who soon after the creation of their union 
stablished firmly the principle of collective bargaining, and they 
ind the other trainmen’s organizations that appeared later were 
le as they increased in strength to gain important concessions 
from the railways, and to incorporate these concessions into stand- 
rd practice. Such matters were involved as promotion according 
to seniority of service, shortening and prescribing the length of 
working day, and standardizing various details relative to 
perating conditions. But of more importance than all else in the 
story of this labor conflict was the adoption by the railways of 
the practice of dealing with a committee of employees, now 
niversal on American roads, 
As a rule each division of a railway has its local. The locals of 
, system are represented in their dealings with a railway by a 
general committee headed by a chairman. Above these general] 


liction is national. For many years it was the practice to confine 
| bargaining to a single railway, but the area covered by such 

otiations has gradually widened with the growth of railway 
s. The general committee on the particular road was always 
advised and aided by the grand officers of the brotherhood. 
These national leaders thus became highly expert in handling con- 
troversies. With a thorough knowledge of the general railway 


ituation, they were far more than a match fer any individual rail- 


way manager who knew simply his own situation. There was 
frequent resort to “trading,” by which the brotherhoods would 
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rly unanimous vote to entrust to the grand officers the power of 


. strike. ‘The tenure of office of these brotherhood chiefs 
ls in great degree upon their success in obtaining concessions 
the railways. Facing on the one side the insistent pressure 

the men, and on the other the resistance of the railways and 
possible hostility of the public, they find their lot at times an 
nviable one. They are between the devil and the deep sea. Yet 

have displayed remarkable powers of leadership and have re 
| as a rule the complete confidence of the men. The cohesion 
these organizations is a powerful element in their success. 

Territorial controversies have now become the rule, and have 
such strategic advantage for the men that they are not likely to 

abandoned. One territory is now matched against another 
vhere formerly it was one road against another. The most sig- 
nificant result has been the marked movement toward complete 
standardization of wages and working conditions throughout the 
territory involved. ‘This demand for standardization has been 

re or less vigorously pushed in all the recent controversies,—the 
same pay for the same work in the same class of service, whether 
train operation is on single or double track, in mountainous or 
level country, in branch or main line service, in suburban or through 
service. In fact, the standard rate has been an indispensable 
weapon in the leader’s arsenal.* The railways have resisted this 
novement on the ground that differences in physical characteris- 
ties of roads, in traffic density, and in ability to pay have made 

mplete standardization inequitable. 

It is not the purpose of this paper to discuss the merits of con- 
tentions of this character, interesting as they are. But it may be 
noted in passing that the railways have realized that the argu- 
ment for differences in wages based on differences in ability to pay 
crumbles under attack, and they are not now pressing it with any 
vigor. It has been generally held by arbitrators that a worker is 
entitled to his hire, that if a road cannot pay a proper wage it 
must seek relief in an enhancement of its earnings, and that the 

ic will not permit a road to furnish an inferior service through 


*For further information concerning the growth and policy of the brother- 
hoods and the results of recent arbitrations see Cunningham, in Quarterly 
lournal of Economics, November, 1910, and February 1913; Powell, in 
Quarterly Journal of Economics, February, 1914; Robbins, “Railway Conduc- 
tors,” Columbia University Studies, 1914. 

*See McCabe, The Standard Rate in American Trade Unions, 1912. 
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rates of pay for the same class of service are likely to prevail, 

er or later, in all parts of the United States where permanent 
tural conditions do not forbid. In the Railway Post Office Service 
lucted by the United States rates of pay differ according to the 
ter of the work performed; but there is no difference of pay 
upon territorial distinctions. It is said with truth that the 
ment is free to adopt this system because it can make up defi 

es through taxation; but it appears to the majority of this board 
none the less true that the railroads of the country, just because 
conceived of as a national public utility, will in the end be 
o conform their practice to the government practice in this 
The rates which railroads are permitted to charge, both for 
issengers and freight, must in the opinion of this board be adequate 
ely in all parts of the country to permit uniform rates of pay to 


} iid. 


+ 


That the brotherhoods have in mind ultimately a national stand- 
‘wages and working conditions, there is some evidence, but 
national movement will not be inaugurated until it is found to be 
strategically advantageous. The first duty of the unions while in 
midst of a conflict is to win their case, and they use such 
uguments as are most effective at the moment. The controversy 
ist referred to furnishes an illustration in point. The argument 
national standardization was urged by the conductors and 
‘ainmen because they were trying to raise the eastern wages up 
the level of the West. When they reach the West, they are 
ery likely to lay stress on the greater cost of living in that terri- 
ry, and to insist upon a restoration of the previously existing 
ferential in favor of the western area. In controversies in the 
East cost of living has not been emphasized, Mr. Stone of the 
ngineer’s brotherhood insisting that cost of living is after all 


what each man chooses to make it. Inconsistencies in proposed 


ses for increased wage rates, and in arguments supporting the 
proposals, constantly appear in cases presented ky the same 
therhood officers in different territories, inconsistencies so 
iking as to defy any explanation, except that they are of value 
for immediate strategic purposes. The result of it all is to raise 
lower end of the wage scale and to smooth out many of the 
ifferences in working conditions on different roads and in different 
rritories. But these results have been attained in a haphazard 
fashion, and are attended by much discrimination. There has been 
le in the whole process up to the present time that could be 
lesignated as scientific. 


+4 


A further movement is now in progress to secure the association 
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ward within thirty days of his appointment. The signed agree- 
ent to arbitrate had to carry a stipulation that the status of the 


ispute should not be changed pending the arbitration except that 
‘no employee” should “‘be compelled to render personal service 
without his consent.” Moreover it was to be further stipulated 

it employees dissatisfied with the award could not quit the service. 

r dissatisfied employers discharge their men before the expira- 
tion of three months without thirty days’ notice. The award was to 

final unless set aside for errors of law apparent on the record, 
nd was to continue in force for a year. The arbitrators were 

powered to administer oaths, require the attendance and testi- 

ny of witnesses, and the production of books and papers. It is 
onificant that the act provided mainly for the well organized 
groups of employees. In fact, it was provided specifically that 
the workers’ representative on the arbitration board should be 
named by the labor organization involved, if such existed, and 
the federal officials were empowered to decline to call a meeting of 
the arbitrators unless they were satisfied that the employees sign- 
ing the agreement represented a majority of those involved. 

Congress had the arbitration feature principally in mind, yet 
that feature proved to be of far less importance and efficacy than 
the mediation section. Dr. Neill, reviewing the working of the 
law up to 1912, shows that out of forty-four cases in which media- 
tion was invoked only eight went to arbitration, and in these eight 
ses arbitration was limited to certain points in which mediation 
had failed. Four other cases were submitted to arbitration 
lirectly. 

During the years in which this statute was in force, there was 
no case of repudiation of the award of an arbitration board. Medi 
ition likewise accomplished its purpose in practically every case of 
importance in which it was employed. Procedure under the act 
was purely voluntary. Neither side was compelled to resort to it. 
ind neither side was obliged to accept the offer of mediation after it 
had been made. Furthermore, the mediators had no power to inter- 
vene until invited by one of the contestants. Yet in spite of the 
strict legal limitations of the statute, the imperative necessity 


for uninterrupted transportation and the power of the public to 


bring its will to bear made the appearance of “free will’ in large 
legree illusory. Railway managements, faced with the problem of 
Suspension of service, realized its heavy cost to them financially 
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well as the head of a nation, and labor disturbances are not con- 
ducive to party success. This practice, unauthorized by statute, 
has such possibilities of unwise exercise that it should be employed 
only when there is no alternative. 

As controversies assumed larger dimensions and the concerted 
movement became a regular and apparently a permanent method of 
negotiation, it was realized that a board of three members, in which 
the decision lay with one man alone, was too small a body to which 
to entrust issues of such magnitude. This was the motive for re- 
placing the Erdman Act in 1913 with the so-called Newlands Act. 
At this time negotiations were being conducted between the railways 
ind the conductors and trainmen in Eastern Territory. Both 
sides realized the desirability of a larger board and pressed for 
immediate legislation. Certain changes in the form of procedure 
long recognized as needed were also urged and adopted. The 
Newlands Act provides first for mediation by a Board of Mediation 
ind Conciliation consisting of a permanent commissioner and two 
other government officials. They are given the power not possessed 
by the former mediators of proffering their services. In case the 
controversy goes to arbitration, the board may consist of six 
members rather than three, if the parties prefer—two representing 
each side and two intermediaries chosen by a majority vote of the 
four. In case of failure to choose in this manner, the selection is 
made by the federal mediators. Details of arbitration procedure 
need not here be dwelt upon, but attention should be called to the 
fact that a majority may make a binding award, that the board is 
to confine itself in its decision to questions specificially submitted 
or to matters directly bearing theron, and that misunderstandings 
concerning the interpretation of the award are to be referred back 
to the board. Under this act the conductor’s and trainmen’s arbi 
tration of last year was heard and under it the present hearings in 
Chicago in the engineers’ and firemen’s case are now being con- 
dueted. The engineer’s arbitration in Eastern Territory in 1912 
was held under an extra-statutory agreement which provided for a 


board consisting of one representative each from the railways and 


the employees, and five men representing the public. 

We have therefore witnessed in this country a series of concerted 
movements extending over great stretches of territory and covering 
the period from 1907 to the present time, in which four different 
methods of settlement have been applied,—mediation under the 
Erdman Act, arbitration under the Erdman Act, mediation fol- 
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sides were Willing to agree, and today railway managers and em- 
ployees are unanimous ir commending the work of those public 
servants. They prevented labor conflicts, an outcome which satis- 
fied the public, and they compromised the disputes with such a 

gree of success that although neither side was satisfied, both were 
willing to abide by the result and the employees were contented to 

y for a season a renewal of their attack upon the railway 
“wage fund.” 

The wisdom of so framing the statute as practically to designate 
two specific individuals as mediators became evident, as these 
gentlemen grew more and more familiar with the complex details of 
the wage schedule and were able to adjust controversies with 
ncreasing intelligence. It more than once happened that they were 
called in to pass on the merits of an existing schedule which they 
themselves had had a part in constructing. The element of perma- 
nence in the mediating body made possible the development of an 
expert proficiency in the work of adjustment. The weakness of the 
method was contained in its very nature. It was a mediation and 
not an arbitration. The function of the mediators was in no real 
sense to enter into the merits of the controversy. Judge Knapp has 
thus interpreted their duties :° 

It has been the conception of those who have acted in this capacity 
that their duty is not to determine what settlement they think ought to 
be made, but to find out what settlement can be made. Although the 
public is really the third party and perhaps the most important party 
to a labor dispute, nevertheless the public, that is to say, society, is not 
concerned or interested in the terms of settlement. All society asks is 


that there be a settlement, so that the work may go on without further 
delay. 


Dr. Neill writes as follows: 

Their functions consist solely in exercising friendly offices and at- 
tempting to harmonize the differences existing between the employer 
and the employees and by inducing concessions from each side to bring 
them to a voluntary agreement upon all the points at issue.® 

This policy of seeking an adjustment rather than a judgment on 
the merits of the issue is well shown in the engineers’ and firemen’s 
case of this present year in Western Territory in which President 
Wilson intervened. When the employees presented their demands, 


the railways canceled existing schedules and made counterdemands. 


* Proceedings 12th Annual Meeting, National Civic Federation, 1912, pp. 30-31. 
*U. S. Bureau of Labor Bulletin No. 98, p. 15. 
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, game of strategy in which diplomatic talent of the highest order is 
required on the part of the mediator. 
It is worthy of note that in no instance has the original demand 
‘or a modification of existing schedules come from the railways. 
Railway managers have apparently felt it wiser to let well enough 
ne. They have preferred to cut down or readjust their working 
forces in times of light traffic rather than bring on a struggle by 
ipsetting fundamental conditions. This is partly to be explained 
y the fact that during most of the period under consideration 
railways dealt separately with their own employees and were in a 
weaker position strategically than now under the plan of concerted 
wements. Moreover, it is more than probable that increases in 
wages did not distress them so seriously in the days when the 
pacity of their plants left some leeway for expanding business, 


ind when there Was a more generous margin between income and 


outgo. 

In view of the fact that the controversies have always had their 
rigin in a demand from the side of the employees, the verdict even 
though a compromise has always resulted in giving something to the 
men. It has meant a steady increase in wages and a steady im- 
provement in working conditions. This does not mean that the in- 
creases are necessarily unjust. But under the conditions—with the 

gic advantage on the side of the employees whether dealing 
with one railway or a group—the result is inevitable. Even if the 
railways’ unwillingness to grant the demands has merit, there is no 
way of enforcing their claims. Playing a game in which the cards 
ire stacked against them, they must acquiesce in the outcome. 
which usually whittles down but never rejects the demands of the 
employees. 

These mediation proceedings in the nature of the case have been 
secret. No details have ever been given out and even the agreement 
has not been made public unless the parties authorized it. It is 
evident therefore that the public has had little information upon 
which to judge the equitableness of the settlements. They have 
only known that peace has reigned. 

As the size of the contesting forces has widened the gap between 
employer and employee, as the conflicts have become more serious, 
ind as the increasing gravity of the railways’ financial condition 
has made a wage increase a matter of genuine alarm, resort has 
been taken more commonly to the method of arbitration. This has 
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further continuance of the struggle on the individual railways that 
have been parties to the concerted movement. Employees take ad- 
vantage of the vagueness of the award to demand terms from their 
wn immediate employers that were not contemplated by the board, 
wd railways use these ambiguities as an excuse for delaying the 
wuguration of the new schedule until supplementary rulings can 
be obtained. These decisions of arbitration boards lay down no 
elpful precedents for future action, and have no general educa- 
tional value. The situation is in no wise improved when two 
impires take the place of one. What is needed in the independent 
irhitrators is not merely a high degree of mentality or diplomatic 
|, or profound knowledge of the labor problem in general, but 

a thorough familiarity with conditions of railway labor. 

This compromise practice into which independent arbitrators are 
forced by their lack of expert information is illustrated in the 
conductors’ and trainmen’s case in Eastern Territory last year. 
sat case the railways contended that the employees had re- 
ived increases in 1910 which placed them on a par with other 
lasses of trainmen in 1913 and that therefore no increase was 
justified. With this position the employees took issue. It was a 

‘itical point in the case, yet the arbitrators were unable, by 

ir own frank admission, to become sufficiently competent in the 
space of the two months allowed by the agreement, to decide this 
fundamental issue. 

But not alone in the actual awards have the decisions of the 
boards been unsatisfactory. In many cases the explanations of 
these decisions have been unimpressive, and the reasoning unac- 
eptable. In the firemen’s case in 1913 the arbitrators, with a 
shrewdness which ought to find more imitators, handed down their 
lecision and gave no reasons whatever. A careful reading of the 
lecision in the conductors’ and trainmen’s case leaves one with a 
lurking suspicion, which it is difficult to dispel, that the board de- 
ided first on the amount of increase to be granted and later found 
i reason therefor. The engineers’ board of 1912 discussed at 
some length the insoluble problem as to what is the basis of a fair 
wage. They were forced to the conclusion that the science of 
economics furnished no answer, and that they could only approxi- 
mate an answer by comparing railway wages for similar service in 
other parts of the country and wages in other industries of like 


character. It is no reflection on their method to point out that 
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It becomes clear then that a substitution of arbitration for medi- 
tion has lost to the country and to the contestants the expert ser- 
vice of trained mediators. Moreover, because of the method of 
selection, and the type of men chosen as intermediaries, the arbi- 
tration procedure has become largely a formality resulting in com- 
promise verdicts, which as shown by the discussion have not been 
‘hus far as satisfactory to either side as were the agreements under 
the mediation process. We have not therefore obtained either from 
the mediation method or that of arbitration results of enduring 
value. Under the policy of mediation we have developed experts 
n the interpretation of railway wage schedules, but these experts 
have been debarred by the very nature of their office from consider- 
ng issues on their merits. Under arbitration, the forms of a 
judicial hearing have been conscientiously observed, attempts have 
been made to weigh evidence and to reach just conclusions; but 
the men upon whom the burden of decision has fallen have not been 
experts. One of the important consequences of this is that the 
public, whose agents the independent arbitrators are supposed to 
be, has been at a disadvantage, and has not been adequately 
represented. 

It must be clear that we need above all things else, for the hand- 
ling of these great labor disputes, a group of independent persons 
who have become expert through permanence of tenure. Will such 
men be chosen voluntarily by the two sides as arbitrators or are 
they likely to incur to such an extent the hostility of one side or 
the other as a result of some one of their awards as to make their 
services useless for succeeding arbitrations? It would be natural 
to expect that any permanent body of arbitrators would quickly 
become unacceptable to one side or the other or both. The long 
continued success of the mediators under the Erdman Act was in 
large part due to the fact that they made no pretense of settling 
juestions on their merits. A settlement after thorough investiga- 
tion will not usually strike the middle point between the contesting 
ides. Again it is the fear of the employers that such a board 
would “get into politics” and of the employees that it would fall 
into the hands of the employing class. Mr. Carter, president of 
the firemen’s brotherhood, asserts that if the same class of men 
vere selected for permanent arbitrators that is usually selected 
for higher judicial positions, we should find men whose recognition 


of property rights was more pronounced than that of the rights 
of man. 
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.s long as we delude ourselves into thinking that we can under 
present economic conditions find a basis for wages in any theory 
of ultimate reasonableness. It may be that we are not merely 
chasing a will-o-the-wisp when we are hunting for a reasonable 
wage, but we are at any rate seeking the unattainable. No more 
in the determination of a wage scale than in the determination of 
, railway rate is there an exact mathematical formula for reason- 
ibleness. So long as the two parties to the dispute are free to 
dicker undisturbed by outside influences, the conclusions reached 
will be the resultant of the bargaining skill and brute force of 
the contending factions; if arbitrators intervene guess-work and 
compromise will play their part. Moreover, we are dealing here 
with an industry in which an interruption of service quickly be- 
comes intolerable. Consequently we cannot permit the con- 
testants to settle their differences by employing the customary 
weapons of labor warfare. So we set up devices under the sanc- 
tion of law as a substitute for force. As a rule and in the long 
run these arbitration boards will give to the men what they might 
f left undisturbed have secured by their own efforts. The public 
has gained peace but it has not reached any final solution of 
the wage problem. 

No escape from the obstacles with which this question is beset 
will here be attempted, but it is submitted that the gravity of 
the situation will be much relieved, and the question far more 
intelligently handled, if provision is made for a compulsory in- 
vestigation by non-partisan experts of the issues involved in any 
controversy, and for the proper presentation of the results. 
Specifically, the principle of the Canadian Industrial Disputes 
Act should be adopted in this country. This act declares a lock- 
out or a strike to be illegal until the matters in dispute have been 
investigated by a government board, and pending the investigation 
conditions are to remain as they were before the dispute arose. In 


Canada, the investigating boards are temporary, appointed for 
the immediate controversy and discharged when their reports have 


been rendered. They consist of three members, one representing 
each side and a third chosen as umpire by the two, or, if the two fail 
toagree, by the Minister of Labor. However, these boards are not 
merely for investigation. In fact, their main purpose is to effect 
‘conciliation and avoid a strike. Our experience with the railway 
labor situation as summarized in this discussion would lead us to 
expect that a board chosen in the Canadian fashion would not meet 


} 
~ 
Is 


I in Nas fre juent] 
HO 
Present te Der 
© man w 
eact time hs 
results s} } 
me exclusives 
they 1 t 
itlves ol 
Ve 
\ is 
f 
n creating 
il rs 
ind rest T 
nfined t] 
lence on Ld t Vf 
ata 
tn Dut i 
ment We 1 
Ney 
pera g 1 
Vagves ra 
Vv 
nd +} 
T 


Public Regulation of Railway Wages 267 


trainman’s Wages and an increase in trainload? between an en- 
gineer’s wages and an increase in tractive power? Again, have 
the risks and responsibilities of trainmen increased or decreased 
with the introduction of modern operating tools and methods? 
Is the working life of a trainman shorter than that of his fellow 
worker in similar industries outside? How does the railway em- 
ployee’s wage compare with that of workers in other highly skilled 
occupations? Are the brotherhoods receiving wages out of pro- 
portion to those of other classes of railway labor? Is there and 
should there be any relation between railway wages and railway 
revenue? Is the question of fair wages involved with the questions 
ff fair interest and fair profits? 

A group of permanent investigators would develop skill in weigh- 
ing evidence, would build up a body of valuable precedent, would 
iccumulate an experience that would be enriched constantly with 
the passing of the years. For these labor struggles move in 
yeles, and the issues that investigators had passed upon would 
ippear again in familiar form as the basis for later demands. 
Morover, these men would acquire facility in the presentation of 
the results of their investigations in terms that the public could 
understand. It is essential, if public opinion is to be invoked in 
id of settlements, that the issues shall be freed of all technicalities 
ind stated in a manner to arouse public interest and stimulate 
public discussion. The difficulty of such a task is often un- 
lerestimated. 

Again, it is not too much to hope that such an investigating 
board might sometimes effect a settlement between the parties dur- 
ing the period of investigation. Professor Adam Shortt, whose 
connection with the Canadian Act has already been referred to, 
writes thus of his own experience: 

More than half the battle, in several of the largest cases on 
which I acted, consisted in getting one or other, sometimes both, of the 
parties to simply bring their case before the board. The chief argument 
in winning them over was that the threshing out of the situation before 
the board did not commit either party in advance to any feature in a 
settlement or even to any settlement at all. But once induced to pre- 
sent their cases with perfect freedom as to the results, and once the 
chairman could secure the confidence of both parties, a settlement was 
virtually insured, as the alternative evils and losses were quite obvious. 


The success of the investigators in settling disputes during the 
progress of the investigation would depend upon the personality 
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g that they have no concern with the ability of a road 


is already been conceded in this discussion. But the fact 


it the margin of railway net revenue is growing con 


tly narrower, and that the railways are contemplating with 


meern the steady increase in wages which they are unabl 


ind the hardening of rates which they are unable to 


il solution of so perplexing a problem as that of the rela 
/f capital and labor is to be expected within the near future, 
he field of public service corporations, but we can begin at 
to study the whole question in a thoroughgoing fashion and 
he use of the most highly developed scientific methods, and 
y the foundation for a larger participation of the public én 


lement of disputes in which its interest is so fundamental. 
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establishments. More than one quarter of the employees worked 
an average of less than 42 hours a week, and only a trifling num- 
ber averaged as much as 50 hours a week.” And as to the 
diferent rates of earnings in different establishments, one estab- 
lishment paid no one less than $8 a week, and three paid no one 
less than $7; while another establishment paid more than three 
juarters of its female employees under $6 a week. 


At the earlier meetings of the Wage Board, it was interesting 
to observe the attitude of the employers toward the question of 
low wages. All were indignant that wages were claimed to be 
lower in their industry than in others, and protested that the 
figures must be wrong, regardless of the fact that they had been 
gathered from pay rolls. The horror which all expressed at wages 
too low to allow a decent living, argued well for their liberality 
when it should come to fixing a minimum wage. 

It was readily agreed that an industry which paid wages too 
low to support its employees in health and efficiency was parasitic. 
And it was further agreed that, from an economic point of view, 
the question whether or not a person was a member of a family 
group was immaterial. 

The requirements laid down by the Commission as necessary 
for self-support were, respectable lodging, three meals a day and 
suitable clothing, some provision for recreation, self-improvement, 
and care of health. 

Sitting around the table, the Board discussed item by item the 
lowest figures on which an unattached woman could support her- 


self under the above specifications. Employers, employees, and 
representatives of the public, each contributed from his or her 
experience or from such information as could be gathered. An 
estimate for clothing was contributed by a representative of the 
public upon the Board who was connected with a department store, 


2. Those who worked at their homes. 


3. Those working in the factories, but paid by subcontractors and not by the 
factory directly. 

4. Those for whom the factory records were defective or incomplete. 

In all, these four groups represented 240 persons, leaving 597 which are in- 
cluded in the following tables. 

Besides the wages paid, additional information was secured for 484 persons. 
This covers data for age, nativity, marital conditions, living arrangements and 
industrial history. In most cases this information was given very willingly, 
in others it was not forthcoming. 

*The Firet Annual Report of the Minimum Wage Commission, p. 32, shows: 
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. week. Self-improvement was covered by 
. Saturday Evening Post 


t; but the latter was questioned 
travagance. Only the most meagre 


a daily paper, 
allowance was 
service or dentistry, and none at all for insurance o1 
1 

the gulf during sickness or unemployment 


red upon the above 


narrow basis, the 
iched, ite ized 


sum of $8.71 
is follows: 


ie the employers looked during this phase of the dis 
n. And their surprise was obvious when the trifling items 
vy had agreed to one by one were totaled. 


But no one seemed 
j the figures to his own pay roll. 


With $8.71 accepted as 
ich the ind pendent woman could sup 
said: “IT call the 
fact that this figure is higher 


minimum sum upon w 
rself, the chairman Board’s attention to 

than the wages received by 

er 90 per cent of the women employed in this industry.” 

Did the Board thereupon proceed to asssess this sum upon the 
try and assume that the bill would be 


met ? Their task Was 
sil ple. 


Employers who had before talked liberally now 
rged that a raise of wages would drive the industry out of th 
st Brush making is subject to keen competition from othe: 
ites, from Germany and Japan, and also to a slight extent from 
rison labor. Presumably th industry was not prosperous, as 
vear by year it was dwindling in Massachusetts, both in the num 
ber of establishments and in the volume of output. 


It is easy to argue that higher wages, if accompanied by effi 


nethods, would cheapen the cost of production. Our chair 
in, who was an efficiency expert, could speak on that point with 
hori But inefficient employe rs do not become efficient by a 
mere mandate. It was easy to argue, abstractly, that an industry 
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rate, persons employed under such rates shall be paid at 
east 1515 cents an hour. 
5. This decree shall take effect on August 15, 1914, and shall 
nain in effect until altered by the Commission. 


Recent inspection of pay rolls shows that on the whole the above 
ree is being faithfully observed, only 16 persons being found 
who were receiving less than the prescribed rate. This is especially 
gratifying, as the only penalty for noncompliance with the decree 
; the publication of the recalcitrant manufacturer. 
On the other hand, unhappily, a number of employees are known 
have been discharged. And they were told, so it is alleged, that 
ir discharge was due to the prescribed advance in rates. Perhaps 
t will never be known how far this was the real reason, and how far 
+ was due to the industrial depression which is throwing people 
it of work in so many directions. All that is definitely known is 
hat one establishment closed a department which employed 16 
rsons, and is now supplying itself from outside the state with 
article it formerly manufactured. But apart from this one 
tance, it is possible that the minimum wage regulation has but 
ight connection with unemployment in the brush making indus- 
try. It is a stroke of bad fortune that the decree took effect 
most simultaneously with the outbreak of war in Europe, which 
leranged the industries of the world. 
Meanwhile, it must be noted that for those still employed in 
brush making there is no guarantee that the prescribed rate will 
rk out in increased earnings. Actual wages is a question of 
irs, which in turn is largely a question of industrial conditions. 
\nd even were hours to average fifty a week,— a most improbable 
ssumption,—the minimum wage prescribed would still reach only 
‘7.75 a week, which is almost $1 less than the very low sum agreed 
as a minimum requirement for living expenses. Thus, the 
State of Massachusetts in its initial attempt to regulate wages 
has made but a short step toward bridging the deficit between 
wages and life. 


Now as to the social significance of this deficit: 
It is not true, as is commonly assumed, that so few women live 
part from a family group that the interests of those who do so 
be disregarded. Moreover, those who are members of the 
family group are not necessarily at an economic advantage. 


On the point of domestic conditions of women in industry, 
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pleasure depends upon a man to treat her; whose legitimate desires 
r gaiety, for love, for what she conceives as life, expose her on 


ery hand to pitfalls. And there you have the 


ch confront practically every girl who belongs to the lower 
s of the industrial class. 


circumstances 


mong the girls and women whom the first Minimum Wag 
mmission interviewed, there was one, just one, whom it was 
ned had illicit resources. The girl’s story was very pitiful. 
n she talked with our investigator she burst into bitter weep 


“How can I help it,” she plead. “No girl can get by on $6 
week. She can’t get by. And when I first went wrong I was 


ingrv; honest to God, I was hungry!” 


I do not tell this story that an inference may be drawn in re 


gard to low wages which I do not draw. I tell it to illustrate 
point I have made,—that a girl who earns $6 a week, unless 


s helped out somehow, must go hungry. 


or" 
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Now as to the other basis of these concerted wage movements— 
‘ercorporate railway stock ownership. I believe that there are 
wry few of us who realize the remarkable extent to which the 
stercorporate ownership has proceeded. Roughly 68 per cent 
‘the railway companies and as great a proportion as 80 per 

nt of the total single track mileage owned in this Eastern Ter- 
‘ory is under the control of only twelve systems. In the South- 
1 Territory, three fourths of the owned mileage is controlled 

six systems. In the Western Territory, where a concerted 

sage movement of the engineers and firemen on all the roads west 
{the Mississippi River is now in progress, fourteen large systems 

ntrol 76 per cent of the owned mileage: 

This intercorporate ownership results in the grouping of the 
«parately chartered railroad companies and their mileage within 
ifew large systems. This has forced the train employees to make 

eir demands upon the systems in the separate territories and 

t upon the individual railway company. You can readily see 
how this is. Under this intercorporate system the financial and 
perating report of the individual road becomes almost valueless, 

vse of the control of the earnings and traffic operations by 

n entirely separate company whose interest it may be to leave 

individual dependent company as little of the division of 
tes and of traffic as possible. Let me illustrate by a concrete 
vample. In the arbitration proceedings of the locomotive en- 
gineers in the Eastern Territory in 1912 the exhibits of the rail- 
roads were replete with large mumbers of small subsidiary roads 
that were not in the best of financial condition. But when the 
representatives of the railway employees placed these individual 
roads under their proper ownerships and analyzed the same items 

f the owning company and of the system, the result was so dif- 
ferent that the railway managers virtually withdrew their con- 


tention as to their inability to pay the wage increases requested. 
Professor Dixon has left so little ground for controversy in 
his presentation of the subject that there are not many of his 
tatements to which I would take exception. Of course, it is 


realized that there is plenty of ground for a difference in point 
f view, 


Professor Dixon says that standardization means a minimum 
rage. Any condition means that. Under any scheme or plan 
*hatever there will be a minimum wage. The difference is that 
der the present system of labor union standardization there 
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rash enough to venture the assertion that no possible human 
1 of wage re gulation can be a success, 
is to the awards in the public regulation of railway wages 
upromises. If granting the demands of the employees, 
other hand refusing to grant the demands of the em 


is to be understood as not being a compromise, then I 


say that a compromise decision is probably the sole index 


of the success of wage regulation legislation. I have yet 
ve in a Wage controversy where the employees did not believe 


lemands should be granted and where the employers did 

eve the demands should be refused. If there is any larg: 

tr men in the United States today selling their labor for 

hat are working under perfectly ideal conditions that 

he highest possible wages and the best possible conditions 
ployment—if this is so it is a momentous fact that has es 
y attention. 
ll not take up any time in criticism of the federal boards 
ration and mediation that have been called into public 
to settle railway wage controversies. This is not saying 
re is no ground for such criticism. There is plenty of it. 
of these federal boards has been perfect, either in the 
tion of their personnel or in the operation of their hastily 
structed machinery. But I believe they have met the critical 
ition each was called upon to meet in the best way it could 
been met under prevailing conditions. It is these existing 
litions that we must constantly keep in mind in our review 

f the work of these boards. 

When we compare the present system to the ideal we have in 
l, we come to one conclusion. When we view it in the light of 
best possible to be obtained, we are more satisfied with it. 

\nd when we compare it with the operation of the machinery 
it it has superseded, we are even more satisfied. This is 
saying, of course, that there can not be an improvement in 


ir present system of the public regulation of railway wages. 


H. B. Woortston: Everyone must deplore the appalling social 
st of low-paid labor. Society does pay in alms and_ stripes 
i stunted lives the wage it refuses to unskilled workers. Th 
broken servant of industry appeals to us all. Yet as economists 
must consider not only the needs of the workers but also the 


resources of their employers. 
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inimum of $6 and of 13,000 women from an average of $6.62 
a minimum rate of $9, shoppers might have to pay $1 instead 


{99 cents for a shirt. Here is the whole secret of raising wages 
y distributing the cost. 


It is unnecessary to argue for the economy of high wages. Con- 
gressional inquiries and efficiency experts have proven beyond 
loubt that the well-paid American artizan turns out more shoes 
ind lays more bricks per hour than his low-paid European or 
Asiatic competitor. ‘This means a saving of time and materials 
ind so an absolutely lower labor cost per unit of product. The 
same principle holds between different lines of work and between 
lifferent establishment in the same line. The better stores and 
factories almost invariably pay a rate above the general level of 
the trade, to secure more efficient workers. Representative firms 
with high-paid help are always competing more or less successfully 
ainst sweatshop, prison, and coolie labor. Since low wages 
have proven uneconomical, why should we not confirm high stand- 
irds of management and of workmanship? 

It may be said that wages are based upon efficiency, but that 
high wages will not necessarily secure efficiency. We are told 
that low-paid workers are getting just about what they are worth 
nd any attempt to increase their pay will simply be pouring 
water on sand. Let us see what an ordinary factory girl does to 
earn $6 a week. A plain workshirt such as porters wear re- 
tails for 50 cents. The material in it costs the manufacturer 
about 20 cents and the labor less than 5 cents. But the work of 
sewing such a garment is subdivided into twenty special opera- 
tions, which are paid for at rates varying from 1 cent to 5 cents 
per dozen shirts. To set collars on 2400 garments at 2 cents a 
dozen means completing 45 an hour for 54 hours. To paste the 
paper on 6000 boxes at 10 cents a hundred within the same time, 
a stripper must turn out two a minute. To coat 600 pounds of 
candy with chocolate at 1 cent a pound, a hand dipper must finish 
a piece in every seven seconds. An ordinary saleswoman will 
dispose of $200 to $300 worth of goods in a busy week, and thus 
help to turn over the entire stock of a department store five or 
six times within a year. These are not exceptional examples of 
earning capacity. They merely serve to show that it is the supply 
of workers rather than the productivity of their services that 
determines ordinary rates of wages. 
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of the trade unions and throws crowds of unskilled workers into 
the hands of radical industrial leaders. 

The third method of adjusting wages is that described by Mrs. 
Evans in her account of the Massachusetts Minimum Wage 
Commission. Although the plan is new in this country, nine 
states have already adopted it. In England and Australia wage 
boards have been extended on the basis of several years of exper- 
ience. Many objections have been raised to this method of state 
regulation, but most of them are purely theoretical and can be 
answered from the facts now at hand. 

A criticism of the policy of fixing any standard rate was indi- 
cated by Professor Dixon’s remark that the minimum is apt to 
become the maximum. The better employees are thus thought to 
be sacrificed to help those less able. Of course this would not be 
the case for piece rates where relative efficiency would show in 
output. Neither would it apply to railway employees whose pay is 
based upon miles or hours of run and kind of service. Even in the 
case of salaries fixed by the state roads of Europe I do not find 
that the range from minimum to maximum allowed to the highest 
class of employees is less than that established for the lower 
grades, but rather the contrary seems to be the case. 

However, a standard rate for each kind of service is different 
from the minimum for health and comfort required by law for 
women and children. The latter is a necessary first charge on 
industry. It is merely a human replacement fund, a retaining 
fee for labor. If there be any superior efficiency required in more 
responsible positions, how can employees be prevented from dis- 
covering their greater earning capacity and demanding more for 
it? Certainly the minimum rates fixed by commissions in this 
country are well above the ordinary weekly wages formerly re- 
ceived by two thirds of the low-paid women. It must be remem- 
bered, also, that from the amounts saved by dismissing the most 
incompetent help enough can be set aside to raise the remainder 
to the minimum level. Even in Victoria, where the rates fixed are 
more like our normal wages based upon the usage of representative 
firms,—even there, Chief Inspector Murphy informs me, the aver- 
age Wage in a trade is invariably higher than the minimum. A 


brief study of his last report confirms his statement upon this 
point. 


Professor Dixon remarked toward the close of his paper that 
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necessary redress through its own economic efforts. One might 
almost say that, viewing both movements as phases of the 
labor movement, they are directly opposed to each other. Min- 
imum wage legislation is an effort to marshall the force of legis- 
lative enactment for the protection of the working class; with cer- 
tain reservations it is largely true that compulsory arbitration, or 
any approach to it, often is due to the desire to nullify the 
strength of organized labor movement. It is to be regretted that 
this almost obvious distinction is not always recognized, and the 
odium attached to one is extended to the other. It is difficult to 
explain in any other way the stand taken by Mr. Gompers in 
opposition to minimum wage legislation in his recent testimony 
before the Industrial Relations Commission and by the American 
Federation of Labor at its last annual convention at Philadelphia. 

There scarcely seems any need of arguing that there is need 
for minimum wage legislation in many industries and in com- 
mercial and clerical pursuits. Even the man on the street knows 
that for a large number of employees, especially women, the 
wages fall below the minimum requirements of individual existence, 
to say nothing of family obligations which often rest upon the 
worker. 

The illustration quoted by Mrs. Evans is not an isolated one. 
Statistics of weekly wages do not after all tell the entire story. 
There may be some exaggeration in Professor Scott Nearing’s 
estimate that “Nine tenths of working women are earning less than 
$500 a year, and that three quarters are paid less than $750 an- 
nually’; but it is quite certain that the $10 a week girl whom 
Professor Patten put forth as a practical ideal a few years ago 
is still an ideal. The stand of organized labor towards minimum 
wage legislation would perhaps have been justifiable if there were 
reasonable hope that organization and economic effort would cor- 
rect the situation. But the history of wage fluctuations for the 
last two decades leaves one disheartened. 

As I believe to have shown recently,’ the sum total of the effect 
of the last two decades upon real wages was a reduction of some 
10 per cent. And yet the last two decades were years of frantic 
efforts of labor to gain some advance. If we are to believe our 
captains of industry and transportation, they are tottering under 
the burden of high wages, increased either by the pernicious work 


*See “Recent Trend of Real Wages,” American Economic Review, Decem- 
ber, 1914. 
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worker by his employer, by restricting the so-called liberty of 
either. 

Not only the legal but the economic arguments used against 
them are identical, and we may say equally preposterous. The 
argument that industries must be preserved no matter at what cost 
is equally vicious in application to either. It well may be that 
a more drastic action of the Massachusetts Board in relation to 
the broom industry would have increased the cost of brooms. That 
is an argument against the present price of brooms and not against 
the right of Massachusetts women and girls to lead a decent and 
healthy existence. There remains, of course, the spectre of inter- 
state competition. It is quite wonderful what vitality this spectre 
displays. There never was a proposal for protective labor legis- 
lation that was not confronted by it, whether it was an effort to 
shorten the workers’ day, or to drive out child labor, or to grant 
accident compensation. 

If this were to hamper labor legislation, then we should have 
in Massachusetts child labor laws of Alabama and the Carolinas, 
ind the New York compensation law would be absolutely 
impossible. 

The fact of the matter is that though the best and worst com- 
pensation acts are only separated by the Hudson River, and 
though interstate competition was repeatedly threatened, I have 
yet to hear of a single employer who decided to cross the river to 
escape the burden of the high cost of compensation. 

It is time to get rid of all the “community of interest” cant. 
Labor legislation of the constructive kind is “class legislation” 
because it is intended for the purpose of protecting the wageworking 
class against the employing class. And no substantial results will 
be accomplished until this is frankly recognized. Perhaps then 
we shall not meet the opposition even from the workers thmselves 
that we do now. Indirectly and occasionally a measure of labor 
legislation may also benefit the employer, but indirectly and 
occasionally only. As a rule constructive labor legislation cuts into 
profits; often it requires a direct contribution from or tax upon 
the employer. There never was a substantial labor law that did 
not met the opposition of the employer arising from these facts. 

To overcome this opposition courage is a very essential factor. 
The Massachusetts idea of the function of the wage board is “to 
find what can be done, not what is desirable, to discover a middle 
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representatives of the organized state (and not of that hazy 


the 
indefinite conglomerate called the public) should have the majority 
of the deliberative body, and not be weaker than either side; above 
Jl its decision should have the binding force of law. It may well 
be that such legislation is at present unconstitutional. One hesi- 
tates to speculate in advance concerning the decision of the Su- 
preme Court, but if it is unconstitutional, so much the worse for 
the constitution, and also so much the worse for our efforts at 
derly and peaceful social progress. 

As a matter of fact I do not doubt that a constitutional way will 
be found as it was in compensation. It seems that every new line of 
labor legislation goes through the same stages of development. It 
is initiated by so-called social reformers, as evidence of a growing 
social conscience. The difficulty with the social reformer is that 
while his heart is usually in the right place, courage sometimes fails 
him. He is afraid to suggest more than is reasonable and possible. 
For example, take the New York Compensation Act of 1910, for- 
tunately declared unconstitutional, or the present New Jersey 
wt. Perhaps he is right, for he meets antagonism even from or 
ganized labor, as did the compensation principle. But gradually 
the workmen learn. And when they do, we get legislation of an 
entirely different type. So long as a workman must send his 
immature daughter and sometimes his wife to work to provide for a 
reasonable standard, he must eventually learn. And lo and behold, 
minimum wage laws will become economically sound and constitu- 
tionally possible. Even under the seemingly ironclad and rigid 
limitations of our numerous constitutions, it is still true, that in 
social legislation, where there is the will, there is the way. I 
sometimes fear that the final success of our labor legislation de- 
pends upon the agitator no less than upon the economist and 
statistician. 


Tueresa S. McManon: After society has accepted minimum 
wage legislation as desirable, because necessary to maintain 
American standards of living, it is still confronted with the problem 
of its enforcement. 

Several states have adopted minimum wage laws, and established 
wages for women and minors in various industries. The first 
rulings in the state of Washington applied to workers in mer- 
cantile establishments, and fixed the minimum wage to be paid 
adult female workers over the age of eighteen years, other than 
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bulk of their labor supply can operate on a comparatively low 
labor cost. The recognition of this fact is responsible for the 
jemand on the part of the public for the legal regulation of min- 
‘mum wages on behalf of the unskilled workers too weak to bar- 


gain successfully for a living wage. 
If this is true, will not the acknowledgement of one year’s 
pprenticeship, as the commissions of the various states are rul- 


ing in these competitive fields, subvert the efficiency of minimum 
wage laws? Where an apprenticeship of even six months is 
Jlowed in unskilled industries, and there exists no labor organiza- 
tion to enforce seniority rights, will not the workwomen who have 
served an apprenticeship be discharged and their places be taken 
by those who have no registered apprenticeship period back of 
them? Will not the old abuse of the apprenticeship system, so 
common in the last century, be reéstablished and serve but one 
purpose, that of securing cheap labor? 

The breakdown of the old apprenticeship laws of England had 
ts origin in their abuse. Employers, under the guise of ap- 
prenticeship, secured cheap contract labor, while the apprentice 
received nothing in the way of training to compensate him for 
his low wage. 

It is questionable whether the skilled trades in which an appren- 
ticeship of one year must necessarily be served before the task 
in question can be efficiently performed is in immediate need for 
minimum wage legislation. Workers in these trades, by virtue 
of their skill, look forward to the regulation of their wages through 
labor unions rather than state aid. It is the living standard of 
the unskilled women workers, too weak to bargain for themselves, 
minimum wage commissions are called upon to maintain. If they 
fail, by not adequately guarding against loopholes which make 
possible the evasion of the spirit of the laws, will they not dis- 
credit the whole movement and antagonize the workers themselves 
whose faith in legal action seems somewhat shaken? 

It is true minimum wage commissions have made rulings which 
limit the number of apprentices which can be employed by one 
frm. In Washington apprentices cannot number more than 17 
per cent of the adult workers employed. This might suggest the 
conclusion that at least a large number of the girls will receive the 
wages set by the commissions as necessary to maintain American 
tandards of living. But does this really follow? 

Closely linked to this abuse of the apprenticeship system which 
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There is no way of determining what percentage of the labor 
supply offered in the labor market is made up of young women, 
it is reasonable to suppose that the number of girls between 
the ages of sixteen and eighteen years offering their services to 
ndustry would be considerably higher than at a later age period, 
when marriage has depleted their numbers. The competition of 
these girls in the factory and department stores has proven in 
the past a menace to wage-earning women who are necessarily 
self-supporting. 

When we face these two problems squarely, namely, apprentice- 
ship in the unskilled trades, and the labor of minors in these 
trades, is there any justification for the accusation of the Seattle 
working girl who complained in the columns of a Seattle daily 
paper, “You social workers are making things worse for us girls,” 
ind cited as an example minimum wage legislation. She had lost 
her job because she had a year’s experience back of her. 

Students of labor problems have repeatedly told us that one 
reason the wages of women are so low is that they crowd in the 
unskilled trades because of their unwillingness to serve a year 
or two apprenticeship in the better-wage-paying industries. They 
compete with each other within a narrow circle of industries 
adapted to their natural skill. Their unwillingness to serve an 
apprenticeship is based on the fact that they expect to marry and 
to leave the industrial field within a few years. 

If we are willing to concede this point—we can find evidence 
on all sides—why not meet the issue squarely, and fix a minimum 
wage for this class of workers for whom minimum wage laws have 
been asked? 

If the minimum wage commission, charged with the duty of fix- 
ng legal minimum living wages, are convinced that they cannot do 
so without driving industries from their respective communities, 
and if they are unwilling to assume the responsibility for doing so, 
would it not be better frankly to say so rather than to enact 
rulings which will fail in the purpose for which they were 
originally intended? Any other course may impose unjustifiable 
hardships upon the weakest workers in society. The value of 
experience in minimum wage legislation bought at such a price 
is open to question. 


W. L. Wuirtiesry: These minimum wage investigations bring 
out a broad fact which most of us prefer to ignore: that all civilized 
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dead weight, a living wet blanket on the development of the com- 
munity. I work for a public service corporation which has over 
3700,000,000 invested in this country, yet there was not a single 
telephone call in that girl’s budget as Mrs. Evans gave it. For her 
the Bell system does not exist. In these mill towns with the hordes 
of cheap labor we have two to four telephones per hundred of 
population, in American cities of the same size we have twenty or 
more per hundred. ‘This is only one note from one line. What 
can you sell people who are living right up against it? They mean 
nothing to progressive business. In the long run there is no 
curse of a community like the curse of cheap people and it is 
time we began to plan to get rid of it. 


Scorr Nearmnc: A great deal has been said regarding the 
necessity of charging up the cost of minimum-wage legislation to 
the consumer and to the worker. Is it not time that some effort 
was made to charge up these costs where at least a considerable 
portion of them belong,—to the interest and dividend funds of 
the community? It is easy to assume that the costs of progress 
should be charged where they have always been charged. It is 
high time that we refine our code of economic thinking, and begin 
to lay burdens on the shoulders most able to bear them. 


N. 1. Stone: I believe the opposition of the American Federa- 
tion of Labor to minimum wage legislation is due largely to a 
failure to distinguish between a legal minimum wage which is meant 
to be merely a subsistence wage and a union minimum wage which 
is usually a standard wage aiming to provide more than a minimum 
necessary for existence. The legal minimum wage is applied in the 
sweated trades in England, and in the few states in this country in 
which it has been recently enacted aims to secure a subsistence wage 
for those who are earning less than the minimum amount necessary 
to support life. In other words, it comes to the aid of those whom 
the union apparently has so far been unable to organize or, having 
rganized, has been unable to gain for them a living wage. It 
does not interfere in the least with the union attempting to secure 
nore than a minimum for those of the workers who, through higher 


skill or through ability to force concessions from the employers, 
can secure better terms. 


Bearing this distinction in mind, I can not agree with the re- 
mark in Dr. Rubinow’s excellent paper that women workers have 
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work at starvation wages, which inevitably make for greater ineffi- 
‘ncy. In this connection it is well to bear in mind the figures 


Dr. Woolston cited in his paper this morning, showing what little, 


pon cost of production or prices. 


| have no quarrel with Dr. Nearing’s suggestion of increasing 
wages at the expense of excessive profits, but I am convinced 
that no such calamity threatens the recipients of profits from 
inmum wage legislation for women and children, which only 
‘ims to raise them to a subsistence minimum, for the reasons I 
have already cited that the increase in efficiency of the worker 
who ceases to starve is bound to be so great that not only will it 
not increase the cost of production, but in most cases it will 
ictually reduce it. Again I speak not from theory, but from 
ictual experience. 
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A business meeting of the Association was held in Room 46, 
McCosh Hall, at 9.45 a. m., Tuesday, December 29, President 
Gray presiding. 

The reading of the minutes of the previous annual meeting was 


itted, as these had already been published in the Proceedings 
of that meeting. 
The President announced the appointment of the following 


committees : 

On nominations: Messrs. E. R. A. Seligman, R. T. Ely, J. W. 
Jenks, H. W. Farnam, F. A. Fetter, and D. Kinley. 

On resolutions: Messrs. G. A. Warfield, C. W. Wright, and 
J. H. Hollander. 

The reports of the Secretary, of the Treasurer, and of the 
Auditing Committee were read and each was, by vote, approved. 

Professor E. R. A. Seligman presented a preliminary report from 
the Joint Committee on Academic Freedom and Academic Tenure’ 
(see Proceedings of the Twenty-sixth Annual Meeting, pp. 196, 
199). It was voted that the report be received and that the com- 
mittee of three representing the American Economic Association 
be continued. 


The Executive Committee met at 9.30 a.m., Wednesday, 
December 30, in Room 46, McCosh Hall. There were present 
President Gray, and Messrs. Babson, Carver, Dewey, Farnam, Fet- 
ter, Hammond, Kinley, McCrea, Willcox, and Young. 

It was voted to reconsider the action taken by the Committee 
on May 11, 1914, by which it was decided to hold the annual meet- 
ing for 1915 in San Francisco during the first week in September. 
It was reported by the Secretary that an earlier date was pre- 
ferred by the representatives of our members on the Pacific Coast. 
It was voted that a meeting be held at San Francisco in the second 
week of August. It was also voted to recommend to the Associa- 
tion that two meetings be held in 1915: one in San Francisco at 
the date mentioned, and one at some other point, possibly in the 
Middle West, in the last week in December. 


A business meeting of the Association was held in Room 46. 
McCosh Hall, on Thursday morning, December 31, at 9 o’clock, 
with President Gray in the chair. 

The Secretary read the following resolution, which, upon motion 


‘The report is printed below, p. 316. 


= 


~ 
4 


mm 
tC the joint sessip Py 
\ rican St = 
i r 350: 
\ r 
ted to 
\ 
P e1' 
ving r¢ it Pr 
Pres 
Ay 
Daltl 
By 
i Dred 
it n. Wi 
nogel 
Ameri in Statis 
present at that It 1 
ill | 
VW A 
nis Nor 
to ¢ ¢ 
e Re it 
na ths 5 
f Labor Stat Mr 
ted 
By 
referred 
4 4 > r To the 
new ( 
| tt +} it ty 
me 
3 15, n San Francis 
in the s Wing 
r point n ft 
we the Ex 
refer t] 
+ mmittee, wit 
— . 1 st feel itself free to 
take fu = Th 
2! 


Business Meetings 303 
Professor F. A. Fetter reported for the committee appointed 
by the Executive Committtee to consider various problems con- 
acted with the offices of Secretary and Treasurer (see Proceed- 
vs of T'wenty-sixth Annual Meeting, pp. 197, 200) that it recom 
nded that no change be made in the present arrangements for 
nducting the work of these offices. 


By vote the report was 
elved. 


Professor E. R. A. Seligman presented the report of the com 
ittee on nominations, which made the following nominations: For 
President, Walter F. Willcox; for Vice-Presidents, T. N. Carver. 
ithasar H. Meyer, Jacob H. Hollander; for Secretary-Treas- 
rer, Allyn A. Young; for Editor of the American Economic 
Review, Davis R. Dewey; for members of the Executive Committee, 


Roger W. Babson and Wesley C. Mitchell; for members of the 


Editorial Board, Herbert E. Mills (to take the place of J. 
Ho 


H. 
llander resigned), Clive Day, and Herbert J. Davenport. 
It was unanimously voted to accept this report and to authorize 

Secretary to cast the vote of the members present for the list 
f officers named. 


The vote was so cast and officers named wert 
lected. 


The committee on resolutions presented the followin 
shich was adopted by unanimous vote. 


g report, 


American Economic Association expresses sincere appreciation of the 
lity extended to us by of the 


Local 


Princeton University, and particularly 
eful arrangements and untiring efforts of the special Committee o1 
\rrangements., 

Be it therefore Resolved: That the Secretary be 


» requested to make in the 
ites formal record of these 


sentiments; and to transmit copies of these 
resolutions especially to the Committee on Local Arrangements, to President 

1 Mrs. Hibben, to Professor and Mrs. George B. McClellan, to Dean and 
Mrs. Magie, to the members of the Nassau Club, and 


to all who have con- 
ited to the success of the Twenty-seventh Annual Meetir 
G. A. WarFIELD 
C. W. Wricut 


J. H. Hotitanper 


Tia 
int 


Committee on Resolutions. 
The matter of the proper preparation of the national budget 
wing been brought up for consideration, it was voted to empower 
the Executive Committee to take action, or, at its discretion, to 
refer the matter to the Committee on Federal Work in Statistics. 


The Executive Committee met at 10 a.m., Thursday, December 


Py 
il 
ng 
T 
We 


IU4 {ssociation 
Sl,in R 
etter, . 
ra »W x, and You RI 
Prot 
report matter of univers} 
5 ll nnection wt 
seventh A 
1dvance nd stat tig ul lines dor 
viously 1 r ul r direction of g¢ 
It was ved and the committe "| 
¥ ile ret rt he def rl | A 
Dui 
7] 
19] 
sele 
+} if 
But 
gat} 
Exy 
our 
earl 
rT 
hit 
the 
meet 
= = 


REPORT OF THE SECRETARY FOR THE YEAR ENDING 
DECEMBER 17, 1914 


A meeting of the Executive Committee was held at the City Club, 
New York, on May 11, 1914. The President’s appointment of 
Professor L. C. Marshall as a member of the sub-committee which 
s to report upon the accrediting by universities of work done by 
graduate students in connection with bureaus of municipal re 
search, public commissions, etc., in place of Professor H. R. 
Seager, resigned, was approved. (The other members of the sub- 
committee are Professors J. R. Commons and E. D. Durand, the 
latter being chairman. ) 

The Secretary reported that in accordance with action taken at 

Minneapolis meeting a letter drafted by Professor E. D. 
Durand and signed by the President and Secretary had been sent 
to the President of the United States urging the necessity of a 
proper representation of the United States at government expense 
it important international congresses and other international 

ectings of delegates relating to economic, sociological, political, 
ind statistical subjects. A reply was received from the Counselor 
f the Department of State, to which the matter had been referred 
by the President, suggesting that the Association should take the 
initiative in securing the necessary legislation from Congress. 

The Secretary, at his request, was empowered to enlarge the 
scope of the Handbook of the Association. 

The most important action taken by the Committee at this meet- 
ing was a decision that the annual meeting of the Association for 
1915 be held in San Francisco. The first week in September was 
selected as the date of the meeting. It was supposed at the time 
that this date was preferred by our members on the Pacific Coast. 
But changes in the general schedule for the various scientific 
gatherings to be held in San Francisco in connection with the 
Exposition, together with some other new factors, have led some of 
our members on the Coast to ask that the meeting be held somewhat 
earlier in the summer. This matter has been the subject of much 
correspondence with the members of the Executive Committee, 
but as only the one meeting of the Committee was held during 


the year a final decision has had to be postponed to the present 
meeting. 


Ja 
Q vas 
t 
Lj 
IQR 
56 ers 
rs 
‘ 
04 I 
i 14 n 
‘4 
8 are } rar ‘i 
Ss 
nl 
| t in part he 
1 
ir ANNUAL . 
f . net loss of 909 
iro 
lance < the Gret 
t 
is. of : n. and indicates that 
foot 
If equately for 
whi 
itl {) 
D 
CT vith anv expect 
17s 
11.7 
‘ 


Secretary’s Report 307 


During 1910, 1911, and 1912 our membership was doubled, 
largely through the efficient work of the officers, assisted in some 
measure by a special membership committee. In 1911, the first year 
f the AMERICAN Economic Review, a particularly large advance 
was made. But there was also an increasing number of withdraw- 
is. And although these withdrawals reached a maximum in 1913, 
ot all of them can be attributed to the advance in dues which took 
effect in that year. Withdrawals have been most numerous when 
our membership has been largest, and, moreover, withdrawals have 
unually taken away a larger or smaller proportion of our mem- 


bership according as that membership has been relatively large 


or small. 

t is clear that some considerable proportion of the new members 
added in the past five years have found that they were not suffi- 
ciently interested in the work or in the publications of the Associa 
tion to continue to pay our annual dues. It is to be hoped that 
our rolls are now fairly well pruned in this respect. May not the 
loss be made up by the enrollment of new members who will be 
lefinitely interested in the furtherance of that unprejudiced and 
scientific study of economic problems for which we stand? For 
this permanent sort of increase in our membership we must depend 
largely upon the coéperation of those now on our rolls. 

The Proceedings of the Annual Meeting and the Handbook of 
he Association were, as usual, put through the press from the 
Secretary’s office. The Handbook for 1914 contains one new 
feature—a geographical index of members and_ subscribers 
which, it is hoped, will prove useful. 


+ 


During the year the deaths of seventeen members have been 
reported to the Secretary, namely: 
O. H. Berry JasPpeER M. Lawrorp 
EvuGen von BoeumM-Bawerk M.L. MventemMan 
R. M. Breckenrince Joun P. Scripps 
H. P. Davipson Wacer Swayne 
Epwix THompson 
H. Grorcre WeEsTINGHOUSE 
BertHoLtp Huser Joun F. Wixstow 
C. H. Hurtie Stvart Woop 
Dwicut A. Jones 
Respectfully submitted, 
Attyn A. Youne, 
Secretary. 
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receipts, various items of income accrued but not yet realized. A 
balance sheet showing the present financial condition of the Asso- 
ition appears in the report of the auditing committee. 


Income STATEMENT 


Expenditures Receipts 
view Printing... .$3023.62 Membership Dues. .$10579.07 
view Editorial ... 2812.25 Less Defaulted... 713.75 
Review Expenses and 
1685.47 Subscriptions 
Less Defaulted .. 
indbook & Proceedings... 
ndry Publication Expense. 52. Guarantee Fund 
Sales of Publications..... 
Interest 
Office Salaries ...... $1686.99 
Traveling Expenses.. 133.24 
Stationery and Office 
Printing 
Office Supplies 
Office Postage 
lelegraph and Tele- 
phone 
Express, Freight and 
Cartage 
Miscellaneous Ex- 


Annual Meeting .... 

——— $2914.90 
Insurance 66.06 
Storage of Publications 50.00 


$11767.41 
Surplus for Year 669.23 


$12466.64 $12466.64 


In spite of necessary increases both in publication expense and 
n the expenses of the Secretary’s office, a net surplus of $669.23 
has been created by the transactions of the year. With invest- 
ments of $3000 and with a large savings bank account, part of 
which might safely be utilized for further investments, it is evident 
that the present Treasurer may repeat the observation made by his 
predecessor a year ago, that the Association is in a thoroughly 
sound financial condition. From the financial point of view the 
increase of our membership dues has abundantly justified itself. 

There seems to be no reason for presenting a detailed estimate of 
receipts and expenditures for the coming year. There is no 
present ground for expecting that receipts will be substantially 
larger or smaller than during the past year. Our meeting in San 
Francisco will probably cost us somewhat more than most of our 
meetings have. This, or other extraordinary expenses, may even 


$9865.32 
1532.62 
32.90 
816.95 
219 55 
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REPORT OF THE AUDITING COMMITTEE 
Ithaca, N. Y., December 21, 1914. 
American Economic Association: 
An audit in detail of the accounts of the Secretary-Treasurer 
the Association, for the fiscal year ended December 17, 1914, 


been made by assistants under the direction of your committee. 


e accompanying statement of income and outgo, balance sheet, 
| exhibit of charges and credits to surplus, are in our opinion 
rrect, and we certify that the ledger accounts are in full agree 
nt with the balance sheet here presented. 
Very respectfully, 

Donap 

Ansott Payson Usner > Auditing Committee. 

Roy G. BuiaKkey 


BaLaNce SHEET 
Liabilities 
Accounts Payable 
1) Savings Account..... 3156.79 Membership Dues Prepaid... 298.25 
estments Reserves: 
New York City Assess- For Defaulted Mem- 
ment Bond $1000 bership Dues Receiv- 
United Fruit Company able $450 
114, of 1923 .. 2000 For Bad Accounts Re- 
—— 3000.00 ceivable 
six months 500.00 
32.00 Surplus Ses 6997.96 


1757.00 
r Accounts 
Receivable 170.61 
niture and Fixtures 
Sec.-Treas. Office 


$8558.28 $8558.28 


Surptvus Account 
Defaulted Membership Dues ...... $470.00 
Uncollectible Accounts Receivable 


Sales 


Adjustments 
Accounts Receivable 
Dues Receivable 


Less Amount Paid on Membership 
Dues written off 
445.92 
\ctual Surplus prior to 1914 $6188.73 
Net Surplus for the year 669.23 
Discount on Bonds 140.00 
$6997.96 


rship Dues 

9 55 
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REPORT OF THE MANAGING EDITOR OF THE AMERI- 
CAN ECONOMIC REVIEW FOR THE YEAR 
ENDING DECEMBER, 1914 


During the past year the following have served as the board 
f editors: Professor J. H. Hollander, and Professor F. A. 
Fetter, whose terms expire in 1916; Dr. H. B. Gardner and Dr. 
J. L. Coulter, whose terms expire in 1915; and Professor Clive 
Day and Professor H. J. Davenport, whose terms expire with 
1914. 

The Review has been maintained along the same lines as during 
previous years and a distinct effort has been made to standardize 
the distribution of its contents into the different departments 
leading articles, reviews, documentary notes, periodical abstracts, 
ind notes. In accordance with the belief that the volume should 
not exceed 1000 pages, this fourth volume has been reduced to 
1030 pages as compared with 1078 of the preceding year. 

There have been 20 leading articles. Fifty-one reviewers have 
been added to the contributing staff, making a total of 277 since 
the establishment of the Review. 

The following changes have been made in the department of 
periodical abstracts. Dr. Harris has dropped the subject of 
prices and has taken over insurance and pensions. Dr. Barrett 
has been obliged temporarily to suspend the preparation of ab- 
stracts in the field of banking; Professor M. H. Robinson has 
resigned as abstractor of articles on corporations and trusts; and 
Professor E. R. Dewsnup as abstractor of articles on railways. 
Professor Heilman of the University of Illinois has kindly con- 
sented to undertake the preparation of abstracts in the field of 
public utilities. 

The cost of the Review during the past year was $7531.35, 
divided as follows: 


Printing $3023.62 
Salary of editor 1500.00 
Contributors 1312.25 
1236.29 

459.18 


$7531.34 


his is $126.79 greater than in the preceding year. Addi- 
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Managing Editor’s Report 


4. Expenditures 
1911 1912 1913 1914 
ng .. $5220.83 $3528.01 $3023.62 
... 1500.00 1500.00 1500.00 1500.00 
Contributors 1320.25 1114.50 1268.35 1912.25 
assistance .. 865.50 794.89 983.09 1236.29 
51 292.68 $25.10 159.18 


15 


59 $6922.90 $7404.55 $7531.34 


Davis R. Dewey, 
Managing Editor. 


315 
lraveling expenses of 
Editors ......... 
$6730 
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ss there be the fullest freedom in scientific investigation and 


» the proclaiming of its results, there can be no progress. 


9 The student body in our institutions of learning possesses 
the right of having presented to it the latest results of scientific 
-esearch, Whether or not those results have as yet been firmly 
ncorporated into the body of accepted truth. 

8 The trustees of such institutions are interested in the 
problem of academic freedom because with the possible conflict 

their minds between the claims of the general principle and 

immediate welfare of the institutions committed to their 
ge a clearer understanding of mutual rights and duties should 
he helpful. 

|}. The presidents of our institutions of learning are sometimes 

a difficult position because of their double capacity, represent- 
ng both faculty and trustees. When there is an honest difference 
f opinion as to the extent and limits of academic freedom it is 
ist as likely that the president may need support against the 
trustees as that he may act as their mouthpiece in opposition 
to the faculty. 

5. The community at large has a right to expect of its institu- 
tions of learning, whether maintained by public contributions or 
supported by private munificence, the best results of scientific 
hievement, unhampered by party bias or personal prejudice. 
The difficulties of the problem referred to above involve current 
misunderstandings both as to the nature and limits of academic 
freedom and as to the fundamental theory of academic tenure 
of position. 

Let us examine first the question of academic freedom or liberty 
of thought. This problem, it may be stated at the outset, does 
t exist in colleges under obligations to teach denominationalism, 
nor in institutions designed to spread specific doctrines of any 
kind. It is important, however, that such institutions should 
not be allowed to sail under false colors. Freedom of thought 
nd the inculeation of a particular brand of thought are hope- 
lessly irreconcilable. 

If by liberty of thought is meant freedom of research, the 
necessity of its existence without any limits is so obvious as to 
be entirely indisputable. So slight, however, is the danger of 
its infringements in the American institutions of today that this 
aspect of academic freedom calls for no further discussion. 

The situation is different when we come to the other phase 
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epted standards; whether the departure is in the one 
tion or the other is immaterial. 
considering this problem six classes of difficulties present 
themselves. ‘The first query is as to whether the identical rule 
ht to be applied to our colleges as to our universities. In 
. ial university there may be a dozen instructors teaching vari- 
is aspects of the same subject and ranging in their views over 
entire gamut of opinion. The student has his choice and 
halances the idiosyncrasies of one scholar against those of another. 
In a small college, where there may be only a single instructor 
to cover the entire field, not only are the students apt to be 
much more easily influenced in their general point of view, but 
the reputation of the college itself is more likely to be affected 
hy the opinions of any member of the faculty. There is, indeed, 
everywhere a danger line; but is the line not somewhat further 
removed in the one case than in the other? 

Secondly, irrespective of the distinction between a college and 
, university, ought not different rules to be applied to graduate 
ind undergraduate instruction, to teachers of immature, as com- 
pared with those of more advanced, students? Is it not true 
that the more youthful the class of students, the greater is the 
teacher’s obligation to present scientific truth with discretion and 
with some regard to their character building? Should the rule 
of academic freedom in all its rigor not be limited to the in- 
structor of the more mature and advanced students, whose char- 
icter has largely been formed and who are in the proper attitude 
to receive truth for truth’s sake? Is not much of the unclearness 
in the present situation due to the failure to distinguish between 
classes of instructors? 

Thirdly, ought the same rule to apply to the specialists and 
to the non-specialists? Within the university this problem cannot 
arise, for the views of a biologist on the tariff or of a physicist 
on socialism would be of no interest to any of his students. 
But if the biologist should give a public address on some economic 
question or if the physicist should take part in a political cam- 
paign, ought interference with this to be considered as an infringe- 
ment of academic freedom? 


Fourthly, as to the instructor speaking on his own chosen 

opic, ought a distinction to be made between the opinions ex- 
pressed within the class room or lecture hall and those expressed 
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on the outside? The opinions of a scholar in a lecture room 
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ye claim for the academic teacher a consideration which will 
entirely relieve him frcm the consequences applicable to all others 
when they advance opinions for which the popular mind is not 
prepared and which are at variance with the recognized 
‘ndamental standards? 

Sixthly, is not the crux of the situation often to be found 
less in the statement of any particular opinion than in the 
method of its expression? If the academic teacher takes part 
i» any discussion where public opinion is sharply divided or 
hostile, is it not incumbent on him sedulously to refrain from 
extreme or intemperate statement? Can freedom of speech be 
permitted to cover self-exploitation or mere desire for notoriety? 
And if a university teacher differs so widely in method of ex- 
pression from his fellow scientists as to forfeit their confidence 
in his scholarship and poise of judgment, can he continue to 
invoke in his behalf the plea of academic freedom? 

It is clear, therefore, that there are no rights without duties and 
that the duties of teacher and of authorities are reciprocal. The 
luty of the academic authorities is to refrain from confounding 
their own predilections with what they imagine to be public policy ; 
the duty of the professor is to remember that he is acting not 
merely as an individual but as the representative of science. 

Various kinds of pressure upon a teacher may be exerted to 
limit his academic freedom, but it is only the most severe and 
therefore the most unusual that ever come to public notice, namely, 
dismissal, Milder disciplinary measures are: warning, transfer 
to other work, denial of promotion or of increase of salary. The 
difficulty of ascertaining the existence of such measures is almost 
msurmountable, inasmuch as other reasons may almost always be 
ssigned by the authorities, such as lack of ability, tactlessness, 
general incompatibility, etc. If, however, we confine our atten- 
tion to dismissal we are brought face to face with the most 
fundamental point in the problem. What is or what should be 


the nature of the employment and tenure of a college or university 
teacher? 


Un one hand the view is more or less frankly expressed or 
implied by the authorities that academic teaching is a purely 
private employment, resting on a contract between the employ- 


ng authority and the teacher. The same authority may dismiss 
tha 


ie employees at any time, for any cause, or for no assigned 
cause whatever; and the contract itself is terminable at the pleas- 
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Sixth, ought an academic teacher ever to be dismissed without 
declaration of the reasons therefor, and if not, ought the 


public 


reasons alleged ever to be a mere pretext, even though the sup- 


pression of the real reason is in the supposed interest of the 


individual himself? 

From the foregoing it is clear that there may be differences 
of opinion as to the ideals to be realized, as to the practicable 
means of attaining the ideal, and as to the limitations to be 
observed. Our preliminary investigation of actual cases has 
brought us to the tentative conclusion that mistakes have been 
made on both sides and that the chief difficulty arises from a 
failure of academic teachers as well as of academic authorities 
to observe the duties no less than the rights of their position. 
In order, therefore, to enable us to devote more study to the 
investigation, both in its general aspects and in the particular 
cases of alleged infringement of academic freedom, we recommend 
that this committee be continued with a view of making a final 
report at the next annual meeting. 

THE JOINT COMMITTEE 
By Epwin R. A. SeLicman, 


Chairman. 

AMERICAN ECONOMIC ASSOCIATION 

Epwin R. A, Sevtigman, Chairman 

Ricuarp T. Ery 

Frank A. Ferrer 
AMERICAN POLITICAL SCIENCE ASSOCIATION 

N. Jupson, Chairman 

J. Q. Dearey 

Herpert Croty 
AMERICAN SOCIOLOGICAL SOCIETY 

U. G. Weatnerty, Chairman 

James P, LicHTENBERGER 
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